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An Authentic Case History From 
American Express Files 


New horizons open as he drives to 
Baltimore to report for new job. 


Mr. Prey immediately seeks out the He explains loss of Travelers Cheques 
Baltimore office of American Express. and complete lack of funds until his 


first payday. 


After being discharged from the Army, Mr. Ernest Frey® left his home 

in Independence, Kansas, to drive to Baltimore, Maryland, where he was to 
report for a new job. Before leaving Independence, he purchased $500 

in American Express Travelers Cheques from his local bank. Upon arriving 
in Baltimore, he discovered his Travelers Cheques were missing. He found 
himself completely without funds.until he received his first pay. Mr. Frey 
went to the Baltimore office of American Express and explained his financial 
predieament to the Manager. He received an on-the-spot refund in new 
Travelers Cheques for the full amount of his loss. 


Mr. Frey was able to'start his new job as scheduled. ~ 
He had lost neither time:nor essential funds . . . and his bank 
had retainedithe good will of a valued customer 


This year, more and more of your customers will be traveling 
Make sure they get the most for their money— 
American Express Travelers Cheques. 


He is horrified to discover loss of 
$500 in Travelers Cheques upon ar- 
rival in Baltimore. 


Mr. Frey receives an on-the-spot 
refund in the full amount of loss. 


*This name has been 
substituted for 
the real name of the 
person involved 


AMERICAN EXPRESS TRAVELERS CHEQUES 


THE WORLD’S NUMBER-ONE MONEY SINCE 1891 
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Statement of Condition, June 30, 1956 


RESOURCES 


Cash and Due from Banks. . . . . . 6 « «© $1,772,528,414 
U. S. Government Obligations . . . . « « « 1,174,933,693 
















State, Municipal and Other Securities . . . . .« 454,636,043 
a Ce ee oe a oe ee ee ee ae ee 191,477,596 
RGR Ge SPS gi og: hain aio Weak. abe BA a Aira 3,551,787,650 


Accrued Interest Recsivile se ee ee ee 17,812,157 
Customers’ Acceptance Liability. . . « « «© « 121,678,116 
Banking Houses. . . . ». © © © © © © « 44,386,682 
gg ae ae ee ee ee ee ee ee 19,028,088 


$7,348,268,439 


LIABILITIES 









Deposits . . o 6 «© © © 6 te 6 )«=6§6,573,504,874 
Foreign Funds nsaswed er Oe, ee ee 11,978,035 
Reeeree Ger Games. « ec kt tlk kth kth tl ll 35,579,455 
ES ae es ee ee ee ee 63,652,684 
Acceptances Outstanding . . . $134,211,026 

Less: In Portfolio . «§ « «6 «© © 8,530,938 125,680,088 
General Reserve for Securities . . . .. +. « 6,758,121 
Capital Funds: 

Capital Stock . . ° ° $150,000,000 

(12,000,000 Shares—$12. 50 Par) 
Surplus .. . Rog ee 300,000,000 
Undivided iain. oe ee te 81,115,182 §31,115,182 












$7,348,268,439 


Of the above assets $484,185,775 are pledged to secure public deposits and for 
other purposes, and certain of the deposits are preferred as provided by law. 


Member Federal Deposit Insurance Corporation 






From Where We Sit.... 


ACK in August of 1952 this page carried the heading, 

“‘Stop, Look and Lessen!!”’ These words constituted 
the response of an Iowa Banker to a survey conducted 
by the Iowa Bankers Association which, said the edi- 
torial, ‘‘was prompted by scattered reports to the effect 
that bank loan classifications made by directors, lending 
officers and bank examiners indicated some deterioration 
which has ‘been slowly increasing for the past two 


years’. 


Apropos of the banker’s pithy response we brought 
into the discussion this comment on the “Benefits of 
Skepticism,” taken from the Monthly Letter of the then 
National City Bank of New York for December, 1951: 


“In the circumstances it is fortunate that some people 
entertain doubts as to the outlook and that buyers are 
conservative. In a time of inflationary dangers a degree 
of skepticism is healthy and salutary ... The sta- 
bility of prices over the past few months is immensely 
gratifying. It is attributable to many causes, but among 
them a high place must be accorded to the soberness 
with which so many people have regarded the out- 
MOE... 


The situation at the moment is fortunately quite dif- 
ferent from that which obtained in the latter months of 
1951. Far from facing any threat of war-induced short- 
ages, whatever danger of economic imbalance may be 
confronting us just now would appear to lie in the other 
direction. But costs are rising, prices are steadily inching 
upward, and the threat of inflation seems even more real 
than it did five years ago. 


Our financial journals are shot through with authori- 
tative statements to the effect that the economic cycle 
will or will not again assert itself to a greater or less de- 
gree in a downward swing. In support of the proposition 
that we have nothing to fear on this score are cited, 
among other things, our presently committed and pro- 
jected capital expenditures, our growing population, and 
our rising living standards with their concomitant rising 
level of discretionary consumer spending. 


These statements seem to us to ignore the psycholog- 
ical considerations implicit in the fact that capital ex- 
penditures are, in large measure, postponable, and that 
discretionary consumer spending is precisely the kind 
that can be more or less indefinitely delayed. Which 
leaves us pretty much where we were last October, when 
we ventured the comment that “improved know-how 
in the fields of money and debt management, lending 
techniques, supervision, etc., along with the sustaining 
influence of a thoroughly sound and stable banking sys- 
tem, might well serve to preclude a recurrence of any- 
thing like the depression of the thirties; but that “it 
still seems safe to assume that if and when a speculative 
boom again takes hold, we’re going to be headed for 
trouble.” 


Assuming that there is some element of soundness in 
this premise, the banker is faced with two major re- 
sponsibilities: (1) to do everything he can to restrain any 
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It’s Still a Time for Restraint 







inflationary tendencies that may make their appearance 
in any area in which the bank’s funds are in any way 
involved; and (2) to maintain his bank in a condition of 
preparedness for anything in the nature of a cyclical 
downswing that may develop. 


It was just three years ago that we used the following 
quotation from “Behind the Scenes of Business,”’ auth- 
ored by Roy A. Foulke, vice president of Dun & Brad- 
street, Inc.: “There is no axiom in the business world 
that is more unrelenting in its positiveness than the one 
that says that an economic depression emphasizes the 
unsound financial condition of a business enterprise. The 
fundamental mistakes of executive staffs are made in 
the years preceding a depression, rarely during a de- 
pression.” 

Which is to say that, whatever economic developments 
the future may hold for business in general, there is a 
right way for businesses of every category to manage 
themselves, whatever phase of the economic cycle or 
other situation they may happen to be in. To the extent 
that they are lending to business enterprises, the banks 
of the country can do much to hold them to a course 
that will assure their ability to take in stride any adjust- 
ments that may lie ahead. 

These considerations have prompted us to devote a 
considerable amount of the editorial content of this 
magazine to the various phases of bank credit, and we 
are happy to present in this issue two articles that are 
aspecially geared to the needs and interests of loan of- 
ficers. In one of them, Guy C. Kiddoo, vice president of 
The First National Bank of Chicago writes out of his 
own vast experience about the part properly played by 
customers’ balance sheets and operating statements in 
shaping loan decisions. In another, Robert D. Walker, 
vice president of the Valley National Bank, Phoenix, 
presents a new but much needed check list that will 
assist the loan officer in determining the extent to which 
his bank is protected against the ever present contin- 
gency of the borrower’s untimely demise. 

Whatever remains of this period of very good going 
would appear to provide an excellent opportunity for a 
thoroughgoing review of loans along with currently pre- 
vailing policies and procedures, and to deal realistically 
with whatever facts may be brought to light. And it still 
looks to us like a time for restraint. 


Editor 
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If the People Would Rule— 

So long as we emulated the ideals 
and institutions our forefathers so 
wisely conceived, we enjoyed the re- 


spect of the people throughout the 

world. People of foreign nations sought 
NM oO ag T bed L. Y to copy our political, social and eco- 
nomic institutions. Since World War 
I, to the extent that we have permitted 
the dilution of the character and prin- 
Volume LXxXill ciples of our forefathers, we have lost 
leadership in world affairs and the re- 
spect of all people. 


There are those who may say that 
times have changed. I would respond 
AUGUST 15 1956 that sound fundamental principles 

’ live forever. It is just a question of 
whether or not we are able to under- 
Contents stand them and put them into prac- 


tice for our own benefit regardless of 
Editorial changing conditions. 
Top of the Financial News......... The destiny of a nation is not deter- 


mined at its Capitol, but at the my- 
riad crossroads throughout its 
What to Look For in the Financial Statement.......Guy C. Kiddoo 13 geographical expanse. Plato once 
wrote, “The State is what it is because 
the people are what they are.”’ These 
Governments & Municipals... William B. Hummer 21 certainly are words of wisdom. 


What if the Loan Outlasts the Borrower?....... Robert D. Walker 24 é The underlying strength of a nation 
is determined by its people. It will re- 


main a true democracy only so long as 
A New Approach to Executive Development. . Wi the people fit themselves through edu- 
cation and apply the wisdom thus ob- 
tained to the active maintenance of 
The Story of Two Presidents...........eceeeeeeees R. C. Trundle 41 their sovereignty. Such sovereignty 
Francis A. Kutish 44 must effectively manifest itself in 
every phase of their society . 


Issues in Washington 


Congress to Study Banking and Credit..... news: Om 





























Current Comment 


Corporate Bonds & Stocks Alvin M. Youngaquist, Jr. 39 


Report on Agriculture.... 


News from Canada ; ms 


To live free is our opportunity and 
News of Equipment & Supplies 50 responsibility. To die free is our duty 


and obligation. 
Bankers and Brokers SS 


—Roger M. Kyes, Vice President 
General Motors Corporation 
before Reserve Officers 

Association 


Calendar of Events 60 
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of New York 


Head Office: 55 Wall Street, New York 


75 Offices 68 Overseas Branches, 
Offices, and Affiliates 
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in Greater New York 


Statement of Condition as of June 30, 1956 
ASSETS 


Casn, Go.p anp Due From Banks ake es nea #1,611,279,820 
Unitep States Government OBLIGATIONS ‘ 1,113,532,813 
Os.ications oF OTHER FEDERAL AGENCIES 5,576,158 
STATE AND Municipat SECURITIES. . . . 467,182,961 
Ornen Secunimies . . . . . i, 124,112,626 
Loans ano Discounts. . . . a 3,477 523,982 
Reat Estate Loans ano Securitirs Rg 39,510,743 
Customers’ Liasinity FoR ACCEPTANCES , 64,044,007 
Stock 1n Feperat Reserve Bank air ex 15,000,000 


Ownersuip oF INTERNATIONAL BANKING 


cE EN gc EAE ! 7,000,000 
Bank Premisks . . . . . gute ia 34,543,905 
Items 1n Transit with Brancues ae ie 3,558,930 
ee Des iiss 6,763,953 

a ay ee - $6,969,629 898 


LIABILITIES 
eee ee $6,249,720,388 
LiaBitity on AccrEPTANCES AND 
ME a ee ne $79,416,817 
Less: Own Accrerprances IN 
pene rk 11,370,647 68,046,170 


Dur to Foreicn Cenrrat Banks. . et 22,042,500 
(In Foreign Currencies) 

RESERVES FOR: 
Unearnep Discount anp OTHER UNEARNED 


Re ea ees SY tea tee hi 26,060,635 
Interest, Taxes, Orner Accrvrp 
Expenses, Etc.. . . . . tae dle “en 35,125,845 


DivipenD ieee Riri Ss Io Ts ds 
I Se #200,000,000 
(70,000,000 Shares—$20 Par) 
MN oe - «+ « 300,000,000 
Unpivivep Prorirs , a REL aS ene 62,634,360 562,634,360 


Total «1 1 1 eo eo es ss $6,969,629.898 


————— 


6,000,000 


Figures of Overseas Branches are as of June 25. 


$519,982,422 of United States Government Obligations and $28,118,300 of " 
Other assets are pledged to secure Public and Trust Deposits and for other 
Durposes required or permitted by law. 


Member Federal Deposit Insurance Corporation 


Affiliate of The First National City Bank of New York for separate 
administration of trust functions 


CITY BANK FARMERS TRUST COMPANY 
Head Office: 22 William Street, New York 


Capital Funds $32,917,871 


DIRECTORS 


STANLEY C. ALLYN 
President, The National 
Cash Register Company 
GEORGE F. BAKER, JR. 
Trustee, George F. Baker Trust 
SOSTHENES BEHN 
Honorary Chairman, International 
Telephone and Telegraph Corporation 
PERCY CHUBB, 2nd 
Partner, Chubb & Son 
CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 
R. GWIN FOLLIS 
Chairman of the Board, Standard Oil 
Company of California 
DeWITT A, FORWARD 
Senior Vice-President 
ROY H. GLOVER 
Chairman of the Board, 
The Anaconda Company 
JOSEPH P. GRACE, JR. 
President, W. R. Grace & Co, 
GEORGE A. GUERDAN 
Vice-President and Cashier 
HARRY C. HAGERTY 
Financial Vice-President, Metropolitan 
Life Insurance Company 
H. MANSFIELD HORNER 
Chairman, United Aircraft 
Corporation 
AMORY HOUGHTON 
Chairman of the Board, Corning 
Glass Works 
KEITH S. McHUGH 
President, New York Telephone 
Company 
ROGER MILLIKEN 
President, Deering, Milliken & Co., 
Incorporated 
EDWARD S. MOORE, JR. 
Executive Vice-President, National 
Biscuit Company 
CHARLES G. MORTIMER 
President, General Foods 
Corporation 
ALEXANDER C. NAGLE 
Chairman of the Executive Committee 
CHARLES C. PARLIN 
Shearman & Sterling & Wright 
RICHARD S. PERKINS 
Vice-Chairman of the Board 
JAMES S. ROCKEFELLER 
President 
HOWARD C. SHEPERD 
Chairman of the Board 
WILLIAM C. STOLK 
President, American Can Company 
REGINALD B. TAYLOR 
Williamsville, New York 
ROBERT WINTHROP 
Robert Winthrop & Co. 


SENIOR MANAGEMENT 


HOWARD C. SHEPERD 
Chairman of the Board 
ALEXANDER C. NAGLE 
Chairman of the Executive Committee 
JAMES S. ROCKEFELLER 
President 
RICHARD S, PERKINS 
Vice-Chairman of the Board 
DeWITT A. FORWARD 
Senior Vice-President 
GRANT KEEHN 
Executive Vice-President and 
Assistant to the Chairman 
J. HOWARD LAER! 
Executive Vice-President 
GEORGE S. MOORE 
Executive Vice-President 
LEO N. SHAW 
Executive Vice-President and Manager 
Overseas Division 
ALAN H. TEMPLE 
Executive Vice-President 
GEORGE A. GUERDAN 
Vice-President and Cashier 
RALPH H. THOMSON 
Comptroller 
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FINANCING BUSINESS 
Rate Rise 


The average rate of interest charged 
by large New York City banks on 
loans to business concerns hit a new 
postwar peak during the first half of 
June, according to the latest quarter- 
ly survey made by the Federal Re- 
serve Bank of New York. On short- 
term loans the larger NYC banks 
charged business concerns an average 
of 3.89 per cent, compared with 3.64 
per cent in the first half of March and 
3.23 per cent in the first half of June 
1955. On term loans the NYC banks 
charged an average of 3.86 per cent, 
vs. 3.82 per cent in March and 3.29 
per cent in June 1955. 


BANK EARNINGS 
Best Ever 


Midyear earnings reports show that 
the nation’s banks—at least the larger 
ones—have been doing very well in- 
deed. For many banks it had been the 
best first half ever. Net operating earn- 
ings after taxes of 23 large and med- 
ium-large banks (see table) averaged 
a cool 17 per cent higher than in the 
first six months of 1955. 


Mainly responsible for the jump in 
NOE were, of course, higher interest 
rates (see above) and a greater volume 
of loans, particularly commercial and 
industrial loans. A larger volume of 
trust and foreign business was a fac- 
tor, too. As a result of sharp cutbacks 
in security holdings, income from that 
source was generally smaller than a 
year earlier. 


Partially offsetting the increase in 
NOE of most banks were losses on 
securities transactions. Guaranty 
Trust Co., for example, reported a loss 
on securities of $332,027; Bankers 
Trust Co. showed a loss of $532,545, 
and The First National City Bank 
took a loss of $4.4 million. But such 
transactions resulted in an improved 
tax position; and, of course, future 
earning power had been increased via 
switches into higher-yielding assets. 


INVESTMENT 
Market Activity 
The New York Stock Exchange’s 
latest market activity study (covering 
two days in March) shows that in- 
stitutions and intermediaries bought 
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and sold (for their own accounts or as 
agents) a daily average of 1.2 million 
shares, 88 per cent more than in Sep- 
tember 1952. On a percentage basis, 
institutional and intermediary share 
volume was 16.4 per cent of total 
volume. 

Commercial banks and trust com- 
panies accounted for 41.7 per cent of 
institutional and intermediary share 
volume, mutual savings banks for 1.0 
per cent. Mutual funds were respon- 
sible for 13.4 per cent, closed-end in- 
vestment companies for 2.5 per cent, 
life insurance companies for 2.4 per 
cent and other insurance companies 
for 2.9 per cent. 


MERGERS & ACQUISITIONS 
Finally 


The long-discussed consolidation of 
the San Francisco Stock Exchange and 
the Los Angeles Stock Exchange is 
finally materializing. Late last month 
the two exchanges unveiled a new plan 
to form a Pacific Coast Stock Ex- 
change with San Francisco and Los 


Angeles divisions. Under the plan, 
listing of issues would be consolidated, 
but each division would retain its own 
board of governors and president. The 
chairmanship of the combined ex- 
change would alternate annually be- 
tween the chairmen of the two divi- 
sions. 


If the plan is approved as expected, 
the Pacific Coast Stock Exchange will 
have 140 members—80 from San 
Francisco, 60 from Los Angeles. Dur- 
ing the first half of 1956, 24 million 
shares with a market value of $388 
million traded on the two exchanges. 
That compares with a volume of 22 
million shares with a market value of 
$373 million in the first six months of 
last “year. 


Underwriting Joinder 


One of the largest investment bank- 
ing mergers in recent years is slated 
for September 1, when the under- 
writing business of Union Securities 
Corp. will be combined with that of 
Eastman, Dillon & Co. The resulting 
firm will operate as a member of the 
New York Stock Exchange under the 
name of Eastman, Dillon, Union Se- 


FIRST HALF NET OPERATING EARNINGS 


(Adjusted) 
In Millions Per Share 
195619851956 1988 
Bankers Trust Company...........++ $96 $90 $2.37 $2.24 
RGR CT PINE boo 60. 5055000 0:0 0 0'0:0 36.9 32.7 1.44 1.28 
Bank OF Mew VOI ss cc cccccvcccces 7 1.3 10.56 8.24 
Central National Bank of Cleveland.. 1.4 1.2 1.65 1.42 
Chase Manhattan Bank............ 22.9 ai. 1.91 1.75 
Chemical Corn Exchange Bank...... 10.0 8.3 1.88 1.55 
Crocker-Anglo National Bank....... 47 4.0 1.19 1.02 
EE Eb b-6b bo ce sensdesscecs 3.1 2.6 2.47 2.10 
First National Bank of Boston 
& Old Colony Trust Company..... 8.3 6.5 2.96 2.31 
First National City Bank of NY 
& City Bank Farmers Trust Co..... 25.6 20.1* 2.56 2.01* 
Franklin (Square) National Bank... .. 2.6 2.1 1.39 1.12 
Guaranty Trust Company.......... 13.8 11.5 2.75 2.30 
HGNOVOE BORK soc cccccctssseces 6.5 5.3 2.17 i 
Irving Trust Company..........500. 6.0 4.9 1.19 98 
Manufacturers Trust Company....... 8.7 8.0 1.72 1.58 
Marine Midland Trust Company..... 1.9 lo 1.84 1.45 
J. P. Morgan & Co. Incorporated.... 3.6 3.1 11.91 10.42 
National Bank of Detroit........... 5.8 5.3 2.22 2.04 
National City Bank of Cleveland.... 2.8 20 2.76 2.32 
New York Trust Company.......... 3.1 2.8 2.58 2.34 
Republic National Bank of Dallas.... 4.4 3.4 1.71 1.35 
United States Trust Company....... 1.3 1.1 2.61 2.21 
Valley National Bank. ............ 1.4 1.1 1.11 91 





*1955 figures do not include First National Bank earnings and expenses through the 


merger date, March 30, 1955. 


Extend your facilities around the 


Offer your customers the complete service of 


the Midwest's oldest, largest Foreign Banking Dept. 


NCREASED travel and growing markets overseas are 
I making Foreign Banking an important service in 
cities and towns of all sizes. Through our facilities, 
correspondents of The First National Bank of Chicago 


can provide that service in a way that impresses regu-~ 


lar customers and wins new ones. The advantages of 
our Foreign Banking Department are readily available. 


Travelers letters of credit, commercial letters of 
credit and acceptances, fast foreign remittances, up-to- 
date credit information on foreign firms—these are 


a few of the valuable services our Foreign Department 
renders. Experienced officers make available to you 
the facilities of our vast network of correspondent 
banks abroad—a network that has grown steadily for 
90 years and extends into every corner of the globe. 


Foreign Banking is just one of the many services 
of The First. If you’d like to discuss the advantages 
of a correspondent relationship with us, write or wire 
us today. A man from The First will be happy to call 
on you at your convenience. 


The First National Bank of Chicago 


Dearborn, Monroe and Clark Streets 


Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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curities & Co., have capital of more 
than $17 million, offices in seven ma- 
jor cities. The new firm will continue 
“a close relationship” with Tri-Con- 
tinental Corp., big (assets: $290 mil- 
lion) closed-end investment company 
and the sole owner of Union Securities. 
Following its withdrawal from the 
underwriting business, Union Securi- 
ties will change its name, use its re- 
sources ‘“‘to acquire securities or in- 
terests which may require extended 
holding to realize the potentialities of 
development and profit.” 


Since January 1, 1955, Eastman, 
Dillon and Union Securities have 
taken underwriting and private place- 
ment positions of about $620 million 
in corporate issues aggregating $5 bil- 
lion. Included in the latter figure are 
issues in excess of $750 million that 
have been headed by the two firms 
either alone, or jointly with others.* 
During the same period the two firms 
have headed municipal accounts to- 
talling more than $900 million, and 
their combined participations in mu- 
nicipal bond offerings since January 
1, 1955, add up to about $150 million. 
*Eastman, Dillon and Union Securities have been 
particularly active in financing the natural gas, 
pipe line and oil industries. Recent deals: $150 
million for Westcoast Transmission Co., Ltd., $50 


million for Tide Water Oil Co., $27 million for 
Pioneer Natural Gas. 


Branch Race 


Large Philadelphia banks continue 
their scramble for additional suburban 
branches. Last month Fidelity-Phila- 
delphia Trust Co. announced plans to 
merge the Farmers National Bank of 
Bucks County (resources: $27 mil- 
lion) in Bristol, Pa., and The Phila- 
delphia National Bank announced 
similar plans for the Delaware Valley 
Bank & Trust Co. ($28 million) in the 
same city. The current race among 
Philadelphia banks for new offices and 
retail business got under way in 1951, 
hit full stride in 1953. 


TOP JOBS 
Choice in Chicago 


After four months of deliberation, 
directors of the Federal Reserve Bank 
of Chicago and the system’s Board of 
Governors agreed on a man to head 
the Chicago bank. Their choice: Carl 
E. Allen, president of Campbell, Wy- 
ant & Cannon Foundry Co. (a division 
of Textron Inc.) and deputy chairman 
of the bank. Mr. Allen takes over as 
president of the Fed of Chicago (at 
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MERGER PRINCIPLES JOSEPH H. KING & LLOYD S. GILMOUR* 
Capital of $17 million, offices in seven major cities. 


$50,000 a year) October 1, succeeding 
the recently retired C. S. (“Hap’’) 
Young. 

Commented Board Chairman Bert 
R. Prall: ‘‘In selecting Mr. Allen we 
have a man who can give the Federal 
Reserve Bank of Chicago the kind of 
leadership this great area needs. He 
has a broad commercial banking ex- 
perience, is an outstanding industrial- 
ist, and being 51 years of age will 
give continuity to management.” 

It was just 3 months earlier that 
another youngish banker, Alfred 


ie 


7TH DISTRICT'S ALLEN 
Up the financial ladder. 


Hayes, 45, had been named president 
of the Federal Reserve Bank of New 
York to succeed Allan Sproul (BANK- 
ERS MONTHLY, May 15). 

Lean, soft-spoken Carl Allen 
launched his banking career with The 
National City Bank of New York (now 
The First National City Bank) in 
1926. Rising swiftly, he was elected 
assistant cashier in 1931, assistant 
vice president in 1935, vice president 
in 1940. In 1950, Mr. Allen left Na- 
tional City to become president and a 
director of Campbell, Wyant & Can- 
non Foundry Co., the largest inde- 
pendent gray iron foundry in the 
world (1955 sales: $35 million). He 
also became a director of Dow Chemi- 
cal Co. in 1952 and a director of the 
Federal Reserve Bank of Chicago 
January 1 of this year. 


INTERNATIONAL 
Birth of an Agency 


In April 1955 the World Bank sub- 
mitted the charter of a proposed new 
affiliate—t h e International Finance 
Corp.—to the bank’s 56 member gov- 
ernments. Under its charter, IFC 
would be empowered to invest in pri- 
vate enterprises in member countries, 
particularly in the less developed 
areas, without a government guaran- 
tee. (On World Bank loans such guar- 
antees are required.) Before IFC 
*Mr. Gilmour is senior partner of Eastman, Dillon 
& Co. Mr. King is president of Union Securities 


Corp., will become a partner of Eastman, Dillon, 
Union Securities & Co. 
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Money moved the world 


inisg8s2 
and still does 


but 


It doesn’t make any difference how small or how large your 
protection problem is you'll find a practical efficient solution 
in a Federal insurance Policy. Our years of experience, our 
broad intimate knowledge of protection techniques, our proven 
ability and complete facilities, plus a willingness to apply fresh 
thinking to unusual circumstances are your assurance of the 
best in protection. It is this interest in individual problems that 
has enabled us to introduce many of the protection standards 
that are today serving the entire financial industry. 


FEDERAL INSURANCE COMPANY 


into which has been merged 


THE UNITED STATES GUARANTEE COMPANY 


CHUBB & SON, Managers 


90 John Street, New York 38, N. Y. 
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could come into being a minimum of 
30 countries would have to subscribe 
at least $75 million to its capital. 

Last month France and Germany 
became the 30th and 31st members of 
IFC, boosted the new agency’s capital 
subscriptions to more than $78 mil- 
lion.* Said Eugene R. Black, the 
World Bank’s personable, Chase Na- 
tional-trained president: “The amount 
of capital at IFC’s disposal will not 
be large in relation to the world’s needs 
for the type of financing which it will 
provide. But IFC will always be in- 
vesting in partnership with private 
capital and it will seek to revolve its 
own funds as rapidly as possible by 
selling its investments to private in- 
terests whenever it can do so at a rea- 
sonable price. In this manner, we hope 
that IFC may be able to generate a 
substantial flow of investment from 
other sources.” 

Named president of IFC was Rob- 
ert L. Garner, 62, vice president of the 
World Bank. Mr. Garner launched his 
financial career in 1919 with Guaranty 
Trust Co. of New York, was assigned 
to the Guaranty Company where he 
worked on underwriting both foreign 
and domestic issues. In 1925 he joined 
the investment department of the 
Continental Insurance Co., but re- 
turned a year later to Guaranty Trust 
to become an assistant treasurer and 
subsequently vice president and 
treasurer. In 1943 Mr. Garner became 
financial vice president and a director 
of General Foods Corp. where he re- 
mained until his appointment in 1947 
as vice president of the World Bank. 


*Twenty other countries have indicated their in- 
tention of joining IFC, which is authorized to have 
a total capital of $100 million. 


MILESTONES 


New Name 


The First National Bank of Mc- 
Keesport, Pa., last month changed its 
name to Western Pennsylvania Na- 
tional Bank, reflecting the bank’s new 
regional scope. A series of mergers 
started late in 1953 have added 11 
branches to the bank and shot its re- 
sources from $40 million to $105 mil- 
lion. Commented President M. A. 
Cancelliere: 

“‘We had to recognize the fact that 
our old name no longer described the 
widening area we have come to serve 
through our eleven community offices. 
In keeping with the spirit of progress 
and growth of this entire area, there- 
fore, we selected ‘Western Pennsylva- 
nia National Bank’ as a logical name 


August 15, 1956 





WORLD BANKER BLACK 
Venture capital, too. 


descriptive of our expanding ability to 
serve the more than a million people 
of our area.” 


$1 Billion-Plus 


Investors Mutual, Inc., largest mut- 
ual fund affiliate managed by Invest- 
ors Diversified Services, Inc., last 
month topped the $1 billion mark in 
net assets. Investors Mutual is the 
world’s largest balanced fund,* ranks 
seventh among U.S. corporations in 
number of shareholders (222,000). 


IDS passed $2 billion in assets under | 


management in April of this year. 


*On June 30, Investors Mutual was 65 per cent 
invested in common stocks, 19 per cent in pre- 
ferred stocks and 16 per cent in bonds. 


WESTERN PA'S CANCELLIERE 
A widening area to serve. 





We take pleasure 
in announcing the transfer of 
our 


NEW YORK AGENCY 


at 
120 Broadway, 
New York 5, N. Y. 
on 


‘ July 23, 1956 
TIRRGn Cn een 


Agent: Tokuji Hasegawa 
Tel: WORTH 2-4561 
Cable Address: “CHYODABANK” 
NEW YORK 





MARKETING 
RESEARCH 


A comprehensive portfolio of arti- 


cles that illustrates how bankers 
may employ this valuable management 
tool. 


The material in this volume is drawn 


| from actual studies we have conduct- 
| ed for many of the nation’s leading 


financial institutions. 


| Among other topics, it covers new 

| locations, raising interest rates 

| and describes a research study you 

| can make yourself. For your free 
copy, merely write to: 


A. J. WOOD & COMPANY 


Uj 
KH esearch 
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112 OFFICES IN GREATER NEW YORK 


Statement of Condition, June 30, 1956 
RESOURCES 


Pope e $ 790,434,555 
721,848,004 


Cash and Due from Banks 
U. S. Government Securities 


U. S$. Government Insured F. H. A. Mort- 
gages . 71,919,552 


State, Municipal and Public Securities 175,302,065 
Stock of Federal Reserve Bank 4,511,700 
Other Securities 31,128,519 
Loans, Bills Purchased and Bankers’ Ac- 

OIE Cross oe ee oe 1,065,731,214 
II oie ss hee tows Cale vee 25,904,330 
Banking Houses srs chen Se 18,085,363 
Customers’ Liability for Acceptances 24,199,697 
Accrued Interest and Other Resources 7,988,779 

$2,937,053,778 


LIABILITIES 


Capital (5,039,000 
shares—$10. par) $ 50,390,000 


Surplus .... 100,000,000 
Undivided Profits 51,547,986 $ 201,937,986 


Reserves for Taxes, Unearned Discount, 
Interest, etc. 








19,374,070 
Dividend Payable July 15, 1956 2,204,562 
Outstanding Acceptances 25,328,259 
Liability as Endorser on Acceptances and 
Foreign Bills 17,726,424 
Coter Vemimmies |. eke as 1,661,386 
I ey nea eg a gk 2,668,821,091 
$2,937,053,778 





United States Government and Other Securities carried of $143,462,986 ore pledged to 
secure public funds and trust deposits and for other purposes os required or permitted by lows 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 
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Here’s the box score on important banking legislation during the 84th Con- 
gress. 

Enacted into law this year were: 

*The Robertson bank holding company bill, including the Spence bill provision 
that, in effect, bars further holding company expansion across state lines. 

*A bill to extend for two more years the authority of Federal Reserve Banks to 
purchase up to $5 billion of U.S. obligations directly from the Treasury. 

*A bill to ease the residential requirements for directors of national banks. 

*A bill to permit the Comptroller to waive one bank exam every two years. 

*A bill to merge production credit corporations into the Federal Intermediate 
Credit Banks and provide for the gradual retirement of Govt. capital in the latter. 


















The following measures died with the adjournment of Congress and may or may 
not be reintroduced next year: 

*The Celler and Fulbright-—Capehart bank merger bills. The former passed the 
House and the latter passed the Senate. (For important differences between these 
bills, see BANKERS MONTHLY, June 15.) 

*The Robertson bill to make cumulative voting permissive instead of mandatory 
for national banks. Passed the Senate, approved by the House Banking Committee. 

*The Bricker and Capehart-—Long bills to permit commercial banks to underwrite 
and deal in revenue bonds. No hearings held. 

*The Fulbright bill to tighten Federal regulation over unlisted securities. 
Senate Banking Committee voted to defer action until next year. 

*A bill to limit the establishment of Federal savings and loan branches. 
Passed Senate; no action in the House. 

















High Govt. officials are worried about the extent to which and the methods 
by which foreign investors, whose identities cannot be ascertained, have acquired 
interests in American corporations. In testimony before the Senate Internal 
Security Subcomm. last month, SEC Chm. J. S. Armstrong referred to the practice 
of Swiss and Canadian banks of keeping secret the sources of money they handle. 
The big question: Could money be coming in from behind the Iron Curtain? 
Mr. Armstrong's answer: "That possibility is certainly there." 





For the year ended June 30 (fiscal 1956) the Administration reports a budget 
surplus of $1.8 billion. The Administration has also proposed a balanced budget 

for fiscal 1957 . . . .SEC has announced the adoption of a revised Regulation A 
exemption from registration for public securities offerings of less than $300,000. 
The new regulation consolidates with Reg. A the previously existing Reg. D 
exemption for Canadian securities . .. .For the first time in 20 years Congress is 
to make a full study of the banking and credit needs of the nation with a view to 
ascertaining what, if any, changes should be made in U.S. banking laws. For 
background on the study and a look at the man who will head it, see page 18. 
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While you were putting the car 


away last night... 


...our night staff processed 3000 cash items 


Some nights a man can make it out of the 
house, into the car, into the garage, and_ 
back in the house in about 4 minutes. 
Other nights (like the one pictured above) 
there’s an extra operation involved. Then 
it takes about 6 minutes. In those 6 min- 
utes, the night staff at the Continental 
Illinois in Chicago processed the impressive 
total of 3000 cash items! 500 per minute! 


Speed like this . . . volume like this...a 
system like this explains why many a check 
mailed to the Continental in the afternoon 
by banks from coast to coast becomes 
available funds the following morning. 

Our 3000 correspondent banks find this 
Continental service unique—and a real ad- 
vantage. We think you would, too. And 
we'd be happy to discuss it with you. 


CONTINENTAL ILLINOIS NATIONAL BANK 


and Trust Company of Chicago 


Lock Box H, Chicago 90 
Member Federal Deposit Insurance Corporation 
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THE FINANCIAL STATEMENT 


Highlighted in this article are a few of the more important danger signs 
that will appear from time to time in the financial statements of those who 
are finding the going difficult. 


N THE PERIOD of prosperity we have 
i enjoyed since World War II, our 
customers’ statements have gene- 
rally shown increasing sales, good 
profits, and higher net worth, but the 
improvement in balance sheet ratios 
has been somewhat less uniform. In 
the last few years competition has be- 
come tougher, sales volumes have been 
harder to maintain, and profits have 
begun to shrink. 


It is not the purpose of this article 
to forecast the future, but the record 
indicates all too clearly that: the easy 
going we have had has induced some 
bank customers to grow fat and com- 
placent to the point where it is going 
to prove difficult, if not impossible, 
for them to survive the increased com- 
petition confronting them. It is im- 
portant, therefore, that bankers make 
it a first order of business to sort out 
the good risks from the bad. To assist 
in that task is, of course, the tradi- 
tional purpose of the financial state- 
ment; but financial statements can 
fulfill that purpose only to the extent 
that they are correctly made and in- 
terpreted. 


Every analysis of a financial state- 
ment must be made against the back- 
ground of general business conditions. 
If business is profitable generally, with 
price levels rising, sales increasing, 
and profits good, we must expect our 
customers to do well. So the statement 
analyst should study general business 
trends as revealed in business statis- 
tics compiled by the Department of 
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By GUY C. KIDDOO 


Vice President, 
The First National Bank of Chicago 


Commerce and by banks and credit 
agencies, along with the reports and 
interpretations appearing in many ex- 
cellent publications. 


The analyst, moreover, must give 
special consideration to the conditions 
prevailing in the particular industry in 
which the customer in question is en- 
gaged. All lines of business do not rise 
and fall together. The shoe business 
may be in a slump when textiles are 
booming. Farm profits may be down 
when railroads are doing better. 


Yardsticks which may be used in 
comparing customers’ statements with 





GUY C. KIDDOO 


those of others in the same industry, 
along with the record of the industry 
as a whole, can be obtained from the 
United States Chamber of Commerce, 
Dun & Bradstreet, Robert Morris As- 
sociates, and from many of the trade 
associations with which the industries 
in question are identified. Particularly 
useful for this purpose are the state- 
ment studies of the Robert Morris 
Associates, which show income and 
asset ratios for many lines of business 
and for companies of various sizes. 


Comparisons Help 

Strong and weak points in custom- 
ers’ statements can also be brought to 
light by comparing them with those 
of other customers in the same line of 
business. There are well established 
forms and procedures in most banks 
for spreading and comparing state- 
ments with a view to ascertaining the 
relative position of the customer as re- 
flected in the balance sheet and oper- 
ating statement, and, where the need 
arises, the process may be extended to 
include figures covering the applica- 
tion of funds, surplus reconcilement, 
etc. 

Before analyzing a financial state- 
ment, it is well to observe who made 
it. Statements made by certified public 
accountants are generally preferable 
to those made without such assistance, 
but even these are only as good as the 
auditor’s certification says they are. 
The latter should therefore be ex- 
amined for a statement of the scope of 
the work done and any qualifying 
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Current Assets 
Current Liabilities 
Working Capital 


Ratio 
Accounts Receivable 
Inventory 


phrases that might suggest the exami- 
nation has not been complete and 
thorough, or that it did not yield suf- 
ficient supporting detail to fully dis- 
close the company’s condition. 

Special care should be taken in deal- 
ing with statements prepared by the 
borrowing company’s own account- 
ants, and that is particularly true of 
interim statements. The latter, for in- 
stance, may have been prepared at the 
close of the year’s most profitable 
operating period, and the condition 
shown may well have ceased to exist 
by the end of the company’s fiscal 
year, following the customary year- 
end charges and adjustments, includ- 
ing the establishment of tax liabili- 
ties, and, perhaps, a few losses that 
may have developed in the course of 
the company’s slow season. 


Age Is a Factor 


A fundamental point in credit analy- 
sis is the age of the business in ques- 
tion. Dun & Bradstreet reports that 
56.5 per cent of the concerns that 
failed during 1955 had been in business 
for five years or less. The early years 
in the life of any business are those of 
greatest risk. Generally speaking, the 
older and better seasoned a business 
becomes, the less likely it is to get into 
difficulty. So, even though a new con- 
cern may seem to have adequate capi- 
tal and smart, able management, it is 
only prudent to wait until operating 
results are available before betting too 
heavily on its success. 


Age, of course, also has its unfavor- 
able attributes, and these, too, are 
among the danger signs to which the 
banker must be constantly alert. The 
philosophy that methods, policies and 
procedures that have been quite ade- 
quate for the needs of the past have 
demonstrated their adequacy for the 
needs of the present and future, is, of 
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261 
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.-56 
411 
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$933 
670 
263 
1.4% 
459 
464 

2,538 

-117 
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Not sufficiently aged. 


course, thoroughly discredited; but 
there are still a few managements 
among our older business establish- 
ments that have been all too reluctant 
to admit it. They have resisted change 
in such a way as to cause them to lose 
ground to their more progressive com- 
petitors. Unwillingness to keep abreast 
of the times and to adequately antici- 
pate the demands’ of the future has, 
in fact, been a major cause of the dif- 
ficulties that go with age. 


Some age is nevertheless desirable. 
In the accompanying statement, are 
shown figures for a company which be- 
gan operations in 1953 with what we 
thought were very favorable prospects. 
We gave it an unsecured line of credit 
but kept a careful watch on its opera- 
tions. By August, 1954 we realized 
that it was not doing too well, and, 
notwithstanding the addition of some 
capital, we decided to secure our line 
with an assignment of the company’s 
receivables. This borrower later de- 
cided to factor the receivables and 
paid us in full, although the additional 
funds thus obtained proved to be 
quite costly. We still believe the man- 
agement is able, and there are signs 
that the company has turned the 
corner, but the fact that it is still 
touch and go clearly illustrates the 
risk involved in extending credit where 
there has been little or no opportunity 
to assay the quality of the risk in- 


‘volved. 


Given such an opportunity, what 
are some of the danger signs? Dun & 
Bradstreet say the underlying cause 
in 88 per cent of the country’s business 
failures is lack of experience or incom- 
petence. This is most often indicated, 
they say, by inadequate sales, heavy 
operating expenses and competitive 
weakness. In other words, the com- 
panies involved have simply been un- 
able to make money. 








That is to say that earning ability 
is the best test of business success. 
The profit incentive is the mainspring 
of our economic system. No business 
stands still. Every concern is in a con- 
tinuing state of evolution, and the job 
of appraising a given situation, as re- 
vealed by balance sheets and operating 
statements, is largely a matter of dis- 
covering trends in sales volume and 
profits. These trends may be found in 
some situations to be sufficiently 
favorable to warrant the extension of 
credit that might otherwise be re- 
garded as unsound. 


Trends Only Part of Story 


Trends alone, however, do not tell 
the whole story. Any increase in vol- 
ume and profits that is merely a re- 
flection of all or part of the inflationary 
rise that has occurred in the general 
price level since the war, may with 
some justification be taken as indi- 
cating competitive weakness. A de- 
cline in gross or net profit percent- 
ages, on the other hand, does not 
necessarily mean that the customer is 
losing ground. A concern that is able 
to maintain its relative position in its 
particular segment of the economy, 
notwithstanding a general decline of 
some dimensions in that segment, may 
very well be giving an excellent ac- 
count of itself. And the seemingly pros- 
perous company with a high break- 
even point resting on a high fixed over- 
head, including high contractual wage 
levels and fringe benefits, is quite 
likely to find itself in trouble the mo- 
ment its sales go into a relatively 
moderate decline. © 


The obvious placé to look for clues 
to the cause for disturbing trends in 
profits is the operating statement. The 
many lines of inquiry that may be 
pursued in analyzing sales and profit 
figures will quite readily suggest them- 
selves. How heavy, for instance, is the 
overhead burden and what can be 
done toward bringing it into line by 
adjusting executive and administra- 
tive salaries? 


Inability to develop a dependably 
effective means of correcting an un- 
satisfactory earnings situation quite 
properly raises the question of whether 
or not the borrower should continue in 
business. When conditions definitely 
point to a continued diminution of the 
stockholders’ equity, it is often the 
case that the banker can render no 
greater service than by advising liq- 
uidation or sale instead of extending 
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credit that will only serve to make pos- 
sible a further deterioration of the 




























company’s position. 
ey That is precisely what happened in 
ee the case of Company. ‘“‘A” and Com- 
b pany “B” whose financial histories 
x are highlighted on this page. Company 
8 ““A’’, because of the nature of its busi- 
si ness, consistently carried inventories 
d in an amount exceeding its net worth, 
= and it was just as consistently in- 
y debted to the bank. The hope that an 
of improvement in its sales and profits 
r would enable it in due course to take 
care of the bank loan failed to mate- 
rialize, and when it became apparent 
that no improvement was in prospect, 
11 the management was persuaded that 
\- liquidation was the wise course. 
2. Company “B”’ was at one time the 
y largest manufacturer in its line in the 
al country. It will be noted that the com- 
h pany’s volume shrank from a peak of 
* $4,487,000 in 1950 to $1,610,000 in 
_ 1954, and that losses in °52-3-4 
t- amounted to over $800,000. There was 
yt obviously no way of remedying the 
is conditions responsible for this state of 
le affairs, so the management did the 
ts next best thing by arranging for the 
y, sale and liquidation, respectively, of 
of the company’s fixed and current as- 
y sets. 
C- Along with operating figures, those 
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contained in the balance sheet are, of 
course, vitally important to the correct 
appraisal of any credit risk. A single 
balance sheet gives a still picture of 
the condition of the business in ques- 
tion at a given date, from which one 
can arrive at a more or less definite 
conclusion as to whether or not its 
liabilities are adequately covered by 
resources. For purposes of considering 
marginal credits, however, a study of 
successive statements is much more 
valuable. They throw considerable 
light on the quality of management 
policies by showing just what use has 
been made of funds realized from 
operations—the amounts paid out in 
dividends and those retained for work- 
ing capital or put into fixed assets. 


Four Important Ratios 


Many comparisons and ratios can 
be worked out for statement analysis 
purposes, but it seems that much of 
the time given to developing them 
would be better spent in fully consider- 
ing the significance of the relatively 
few that are really important. Two of 
these concern debt ratios, and another 
two asset ratios. 


Normally and properly the first 
thing we note is the working capital 
position, or the ratio of current and 
quick assets to current debt. These 


*A” COMPANY 
(000’s omitted) 


"46 "47 "48 "49 
$423 $390 448 $477 
1.89% 1.66% (1.76% 2.07% 
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“B’ COMPANY 
(000’s omitted) 
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- 5.8% 90% 33.5% 10.7% 
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These went into liquidation. 








"50 "51 "52 "53 
$433 $440 $408 $394 
1.9% 2.0% 2.0% 1.9% 

635 1,363 1,311 823 

-48 34 -10 -73 

745 716 677 644 


‘ $1,320 $1,348 $1,431 $1,419 $ 947 $ 


26.2% 16.5% 18.3% 54% 
3,681 2,388 2,663 1,610 
60 -373 -208 —294 
339 203 144 148 
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ratios vary greatly between various 
lines of business, which suggests again 
the use of a yardstick taken from in- 
dustry averages or from the state- 
ments of the stronger, better managed 
companies in the same line of business. 
Seasonal fluctuations that are peculiar 
to this or that industry also suggest 
the desirability of confining statements 
used for comparison purposes to those 
of companies operating in the same 
fields. 

The vast increase that has occurred 
since World War II in the general level 
of prices has, of course, given rise to a 
commensurate increase in the amount 
required by business and industry for 
carrying a given unit volume of re- 
ceivables and inventories. Since many 
companies have been able to add to 
their capital structures only such 
limited amounts as might have been 
available out of earnings, this increase 
has in many instances resulted in an 
impairment of working capital posi- 
tions. If, in such a situation, it is found 
that additional capital is either un- 
obtainable or undesirable, the banker 
may best serve his customer by sug- 
gesting that expansion be slowed down 
to a rate comparable to the growth in 
working capital. 


While the commercial banker is 
primarily interested in the quick as- 
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Accounts Receivable............. 258 522 618 801 867 
WVOWIOTY . 0c ccccccccccccccccce 252 643 880 714 920 
ON 665 bce im cedeasae 1,348 + 4/532 4810 2,076 2;3%6 


sets available for the retirement of 
current obligations, he cannot over- 
look the company’s long-term and 
total debt as related to net worth. 
Here again, ratios of different indus- 
tries vary greatly. Concerns in heavy 
industry or manufacturing lines re- 
quiring large investment in fixed as- 
sets may properly have a much heav- 
ier ratio of debt to worth than com- 
panies in consumer goods or merchan- 
dising operations where assets consist 
principally of quick moving inventory. 

In considering whether a company 
is top-heavy with debt, we must look 
not only to the ratio of debt to worth, 
but also at the maturities of the debt 
and the security pledged for it. The 
annual payments required on funded 
debt generally should be no more than 
depreciation charges if the long-term 
debt has been used to finance capital 
assets. In any event, these annual pay- 
ments should be covered at least two 
or three times by the estimated aver- 
age annual cash throw-off, which 
generally includes profits along with 
non-cash charges such as depreciation, 
amortization, etc. 

If the funded debt is secured, the 
commercial banker should not look to 
the pledged assets as a possible source 
for the payment of the current debt. A 
long-term unsecured debt, on the other 
hand, may be subject to a loan agree- 
ment or indenture which fixes mini- 
mum working capital and ratios of 
debt to worth or imposes other re- 
quirements. Such agreements some- 
times provide that the debtor may 
borrow currently but that the current 
debt must be fully retired or reduced 
below a stated maximum figure for 
some portion of the year. If these re- 
quirements are not met, the long-term 
creditor may so accelerate his maturi- 
ties as to cause the funded debt to be- 
come due concurrently with the bank 
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A yardstick. 


loans, in which case the commercial 
banker may find that he is unable to 
collect his notes ahead of long-term 
obligations as he had expected to do. 


Asset ratios concern themselves pri- 
marily with accounts receivable and 
inventory. The lengthening of credit 
terms in many lines of business in re- 
cent years has resulted in a propor- 
tionately faster growth in receivables 
than in sales or working capital. Com- 
petition has led to seasonal dating by 
many manufacturers of appliances, 
which has resulted in a large seasonal 
peak in receivables. 


A Test for Receivables 


One of the best tests for receivables 
is to compute the number of days’ sales 
that they represent, and if the result- 
ing figure is out of line with industry 
averages or shows a tendency to in- 


crease, further inquiry may be advis- 
able. 


Aging of receivables to show the ra- 
tio of delinquency is important. Vari- 
ous formulas may be used for this pur- 
pose, and where the aging is not done 
by the banker’s own staff, he should 
know precisely what formula has been 
applied. In the case of installment ac- 
counts, for instance, he should as- 
certain whether only the past due in- 
stallments or the account totals are 
classified as delinquent. 

’ The fourth and final balance sheet 
item that should have careful consid- 
eration is the amount of inventory and 
the ratio of both finished and unfin- 
ished inventory to sales, to net worth, 
and to working capital. Here again, a 
comparison of the customer’s figures 
with averages for his industry or with 
those of other strong, profitable, well 
managed companies will be most help- 
ful in determining the soundness of the 
borrower’s position. To repeat, price 











$2,335 $2,413 $2,407 $2,436 
455 393 353 343 
1,880 2,019 2,054 2,093 
5.1% 6.1% 6.8% 7.1% 
4,929 4,560 4,358 4,591 
250 238 216 216 
981 856 857 947 
968 909 844 876 
2,489 2,640 2,765 2,879 





increases must be kept in mind in any 
appraisal of an inventory position. 
Also to be answered are questions as 
to whether inventories have been es- 
timated or taken by exact count; how 
and by whom they were priced; and 
whether they are handled on a lifo or 
fifo basis. 


Management may not be soundly 
conservative in evaluating inventories 
when operations are unprofitable or 
declining; and the pull may be the 
other way when profits are large and 
taxes threaten to be heavy. With in- 
creasing competition and shrinking 
sales, inventories may be increased in 
the hope that a greater variety of se- 
lection or more prompt delivery will 
serve to hold old customers and attract 
new ones. 


Inventory Tests Vary 


The ratio of inventory to sales is 
probably the best test by which to de- 
termine whether inventories are being 
held within reasonable bounds. Inven- 
tories which show a consistent and fa- 
vorable rate of turnover may be as- 
sumed to be alive and current. The 
significance of a tendency toward a 
slowdown in the turnover rate will de- 
pend on how much of the inventory is 
raw material, how much is finished, 
and whether or not style or design 
changes or improvement in materials 
or technical processes have resulted in 
obsolescence or depreciation that is not 
adequately reflected in the values as- 
signed to the various categories. 

It, of course, avails nothing to recog- 
nize a danger sign if it isn’t heeded— 
if nothing is done about avoiding or re- 
moving the danger warned against. It 
is of prime importance, at thé first in- 
dication of trouble, to make sure of the 
nature and extent of it. The damage 
to the apple is usually greater than 
(Continued.on page 29) 
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A customers most valuable man 
can wreck the business...if he dies 


F A GOOD commercial customer of 
I your bank isn’t prepared, the death 
of a key man in the firm can seriously 
damage the business, or even end it. The 
more outstanding the key man is, the 
more the business can suffer from his 
loss. Maybe he’s an engineer, a financial 
genius, a salesman extraordinary, or the 
top man. Connecticut Mutual business 
life insurance on such key men will set- 
tle these worries once and for all. 


Q: Would the death of a key man hurt 
* income, profits or credit? 


. It could hurt all three — that’s why 
: many firms use business life insur- 
ance to offset these financial losses. 


Q: How can business life insurance 
" help in the “replacement period” ? 
A -It will provide funds to carry the 
* company over this difficult time — 
and for the salary needed to attract 

an outstanding replacement. 


Q: If the principal owner is the key 
* man, what will business life insur- 
ance do for his heirs and employees ? 


- Forced sale of the business could 

* hurt everybody badly. Connecticut 
Mutual business life insurance will 
provide funds to make up the dif- 
ference between a quick sale and 
the real value, or to enable the 
employees to carry on. 
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Insurance on the human assets of a 
business is as important as fire insur- 
ance on its physical assets. Because 
business life insurance is so important to 
every financial and management man, 
Connecticut Mutual years ago set up a 
special department for it. There are 
Connecticut Mutual men near you who 
are trained in every aspect of business 
life insurance. 

Founded in 1846, Connecticut 
Mutual was one of the earliest and is 
today one of the largest writers of life 
insurance for specialized business pur- 
poses. Not only are-its policies particu- 


Th 
CONNECTICUT 


Dept. BM-8, HARTFORD, CONN. 


(_] Partnership life insurance 


Name 
Bank 

Street 
City 


(_) Close Corporation life insurance 


larly adapted to business life insurance 
needs, but comparisons will show that 
its costs are among the lowest. 


FREE BOOKLETS ON 
BUSINESS LIFE INSURANCE 


Particularly useful to bankers who are 
concerned with the continued financial 
soundness of their customers is a series 
of booklets, one on each of the basic 
kinds of business life insurance. Send 
for one or all of them. The ideas in 
these booklets may help your customers 
assure the lives of their businesses. 


MUTUAL LIFE 


INSURANCE COMPANY + HARTFORD 


THE CONNECTICUT MUTUAL LIFE INSURANCE COMPANY 


Please send, without obligation, booklets on the subjects checked: 


(_] Proprietorship life insurance 
(_] Key Man life insurance 





CONGRESS TO STUDY 
BANKING AND CREDIT 


For the first time in 20 years 
Congress is to make a full- 
blown study of the banking and 
credit needs of the nation with 
a view to ascertaining what, if 
any, changes should be made 
in U.S. banking laws. In what 
follows, you get background on 
the study, and a look at the 
man who will head it. 


ITING in the April 15 issue of 

BANKERS MONTHLY, Aubrey 

G. Lanston, president of the 
firm bearing his name, advocated a 
national commission, designated by a 
joint resolution of Congress, whose 
purpose would be ‘“‘to cause our bank- 
ing, thrift and credit machinery to be 
rearranged in such a way as to better 
serve all the people.” 

Late in May, Allan Sproul, retiring 
president of the Federal Reserve Bank 
of New York, called for a similar 
study. Said he: “It is time we knew 
more about our whole financial ap- 
paratus. A broad national inquiry 
seems to me to be necessary. I do not 
have in mind such piece-meal in- 


AUBREY G. LANSTON 


quiries as those concerning the Federal 
Reserve System and the Federal 
Open Market Committee which have 
marked the past few years, but an 
inquiry into the whole intricate and 
complicated arrangement of financing 
institutions which has developed dur- 
ing the past 40 years and particularly 
during the latter half of that period. 


“To serve such a purpose, I should 
think a Presidential commission of 
somewhat the same general character 
as the so-called Randall Commission, 
which studied our foreign economic 
policies, would be a useful device. 
When it had completed its work, Con- 
gressional attention could be given to 
particular areas in which legislative 
action might improve the functioning 
of our money economy. 


“We cannot afford much longer- 
or we can only afford it because we 
are rich—to go ahead not really know- 
ing what to expect of our central 
banking system, of our commercial 
banking system, of our savings banks 
and building and loan associations, of 
our insurance companies and pension 
trusts, and of all the other bits and 
pieces which we are using to try to 
keep our production facilities and our 


ALLAN SPROUL 


credit facilities in balance.” 


Last month the Senate Banking and 
Currency Committee announced that 
it was going to make “a full and com- 
plete study and investigation” of the 
nation’s financial system. (No men- 
tion was made of a special commission 
as suggested by Messrs. Lanston and 
Sproul, but the committee did say it 
would appoint an advisory group con- 
sisting of “persons from private life 
who are experts in the field of banking, 
credit, or finance.’’) Said Committee 
Chairman J. William Fulbright: 


“Earlier this month I joined with 
the Senator from Virginia (Mr. Rob- 
ertson), the Senator from Ohio (Mr. 
Bricker), and the Senator from Utah 
(Mr. Bennett) in introducing Senate 
Resolution 313, to provide for a study 
to ascertain what, if any, changes 
should be made in the Federal laws to 
improve our banking and credit facili- 
ties. The need for such a study is em- 
phasized by the fact that there has 
been no comprehensive review of the 
banking statutes since the enactment 
of the Banking Act of 1935. In the past 
20 years there has been a tremendous 
expansion in our economy and a cor- 
responding increase in the number of 


J. WILLIAM FULBRIGHT 


“It is time we knew more about our whole financial apparatus.” 
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Sound financing begins with research 


The extensive research facilities of 
The Northern Trust Company in 
the fields of investments, credit and 
economic matters provide an impor- 
tant background for the services 
offered to banks, corporations, busi- 
nessmen and institutions. These 
facilities combined with wide per- 
sonal contact with leading busi- 


THE 


nesses and financial institutions 
give Northern Trust officers the 
basis for a broad understanding 
of the financial and credit require- 
ments of our customers. 

We would welcome the opportu- 
nity to discuss the way in which we 
might be helpful to you and your 
customers. 


NORTHERN TRUST 


Commercial Banking * Personal Banking 
Savings « Foreign « Personal Trust 


Complete Services 
Corporate Trust « Bond « Safe Deposit 
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COMPANY 


Northwest Corner La Sallie and Monroe Streets 


Chicago, Illinois + Financial 6-5500 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
















new credit and financial agencies. Dur- 
ing this period constructive banking 
legislation has been enacted, but these 
statutes have been handled on a piece- 
“meal basis without reference to rela- 
tionship of the financial and credit 
structure in general. 


“‘T have authorized the Senator from 
Virginia (Mr. Robertson) to conduct 
this study on behalf of the Banking 
and Currency Committee. Thus, all 
members of the committee will be 
given an opportunity to participate in 
this important undertaking. We ex- 


pect, of course, to have the full co- 
operation of the Federal Reserve 
Board, the Comptroller of the Cur- 
rency, the Federal Deposit Insurance 
Corp., the Federal Home Loan Bank 
Board, and the Department of Health, 
Education and Welfare. We also in- 
tend to select a relatively small but 
highly competent advisory committee 
to assist us in evaluating the various 
recommendations that are presented 
and in preparing the final report of 
the study. 


“After the adjournment of Con- 
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gress, the staff (headed by Committee 
Counsel Donald L. Rogers), with the 
help of the interested Federal agen- 
cies, will assemble the necessary back- 
ground information and a general out- 
line of the subjects to be covered. It 
is expected that later this fall public 
hearings will be held in Washington 
and in the financial centers such as 
New York, Chicago, San Francisco, 
and Atlanta.” 


The Senator from Virginia 


The man who will head the bank- 
ing study—A. Willis Robertson—is a 
distinguished-l oo king, 69-year-old 
Democrat from Virginia. In political 
circles, he is considered a moderate, 
more conservative than liberal. Mr. 
Robertson was first elected to the Sen- 
ate (after 14 years in the House) in 
1946 to fill the unexpired term of the 
late Carter Glass, father of the Bank- 
ing Act of 1933. On his entry into the 
Senate Mr. Robertson was assigned 
to the Appropriations Committee (rare 
for a new member) and to the Com- 
mittee on Banking and Currency, both 
of which Carter Glass had headed. 


As a member of the latter commit- 
tee, Senator Robertson soon took up 
one of his predecessor’s favorite but 
always unsuccessful causes: the enact- 
ment of a law regulating bank hold- 
ing companies. Senator Robertson’s 
first drive for such legislation proved a 
failure, and he failed again in 1950 and 
1953. But in May of this year his bank 
holding company bill finally became 
law.* 

In 1949 Senator -Robertson headed 
a Banking Committee investigation 
of monopolistic labor practices, par- 
ticularly in the coal industry. Follow- 
ing the outbreak of the Korean con- 
flict, he had a hand in drafting infla- 
tion control bills, and was made a 
member of the Joint Committee on 
Defense Production. 


In the Congress just ended, Senator 
Robertson also authored bills to ease 
the residential requirements for di- 
rectors of national banks and to per- 
mit the Comptroller to waive one bank 
examination every two years (both 
measures were enacted in April); and 
the controversial bill to make cumu- 
lative voting optional for national 
banks (see page 11). 

Senator Robertson’s present term 
of office expires in 1961. 

*Senator Robertson's original bill was amended 


to include the stringent “state-lines” provision of 
the House-passed Spence bill. 
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Governments & Municipals 


By William B. Hummer 





Stepped up credit restraint in Washington has been proclaimed with everything 
but_a "Hear ye, hear ye, hear ye!" 

Pressure doubtless will be applied on bank reserves through the rest of the 
year. A deficiency in free bank reserves of at least $250 million is the current 
goal, opposed to a free reserve surplus at the climax of the mid-summer easing. 

To accomplish this the Federal Reserve is selling bills. In contrast, $300 
million bills were purchased in June to ease conditions. A discount rate cut is now 
ruled out; instead, a general rise to 3 per cent is a distinct possibility. 




























Reasons: the Federal Reserve is sharpening the ax for a fresh Fall swipe at 
its modern Goliath, inflation. This worldwide disease, which has caused mounting 
prices this year from Australia to Austria, is engendered by these powerful forces: 
Higher steel prices, increased steel demand following the strike, huge capital 
spending by business, threatened wage—price spirals in other industries, an antici- 
pated bulge in bank lending this Fall. 

Effects: Firming short-term rates, a declining market for prices of government 
securities, possible further increases in net borrowed reserves of banks, still 
greater selectivity in lending policies of many institutions. 

The outlook points to no meaningful improvement in Treasury securities market; 
instead, further gradual declines are probable. Strong loan demand and sales by in-— 
surance companies in favor of more attractive corporates are basic depressing forces. 























Immense changes have occurred in the banking system since January 1955. Bank 
loans have soared by $18 billion, biggest gain in history; to finance this expansion, 
some $13 billion of Treasuries have been sold. Many institutions are near the point 
of refusing to liquidate their portfolios still further. 

Bank portfolios have been especially hard-hit in the very short maturity range 
in favor of more profitable loans. There are some $20.8 billion of Treasury bills 
outstanding; but commercial banks hold only $2.3 billion of this, only half the 
amount three years ago. Corporations have bought bills heavily, thereby absorbing 
bank sales. The same situation applies to certificates. 

Fed holdings of very short-term paper have shrunk seriously. Since all open 
market operations by the Fed are limited to bills, officials would like the Treasury 
to raise its weekly bill offerings (now $1.6 billion) by $200 million or more. 

Treasury authorities in the past have been cool to the idea of increasing the 
bill supply. They wish to extend the maturity of the debt, not shorten it. Even if 
increased offerings should take place, however, there would be no big bulge in total 
short—term paper outstanding. The Treasury is operating at a surplus and can handle 
new financing through tax anticipation issues, of which there also is a shortage. 








Preventing still further deterioration of the Government market has been the 
budget surplus achieved in the last fiscal year and expected for the current year. 


August 15, 1956 






Public marketable debt was cut by $4.8 billion in the year ended June 30. 
This had big meaning, for the reduction released funds which otherwise would have 
been obtained through sale of Treasury obligations and depressed bond prices even 


more. A similar cut in such debt this year can lend some strength to prices. 


The cash redemption on last month's refunding amounted to $882 million, 
considerably more than was generally expected in view of the fact that only 
$5 billion of the $12.5 billion maturing was held outside the Federal Reserve. 
The exchange offering of 123 month, 23 per cent notes was priced "at the market" 
but gradually tightening credit conditions made the big difference. 

Early this month the Treasury announced a cash offering of $3 billion of 
2 per cent tax anticipation certificates maturing March 22, 1957. The Treasury 
also announced that it would pay off the $982 million of 2% per cent bonds of 
1956-59, which have been called for redemption next month. 


In London’s financial district bond market sentiment is damper than the weath— 
er. Government securities are feeling the impact of a credit pinch. "Gilts," as the 

English call Treasury bonds, are at deep discounts. The central bank rate in Britain 
is now 53 per cent. This is the highest since the 1932 panic. 






















Gloom has pervaded municipal bond market circles this Summer. The volume of 
new offerings in recent weeks has not been unusually heavy, but shrinking demand has 
resulted in cold receptions for a number of new issues and substantial price 
concessions for some. 

Example A: The $50 million Aa California veterans issue was only half sold 
when the dealers’ group was broken up. Price concessions on certain maturities of 
the group amounted to as much as 30 basis points. 

Significant market recovery seems most improbable. Gradually declining prices 
are likely, in view of the credit situation. Those new issues that have moved swiftly 
have been priced somewhat ahead of the market. 

While the schedule for new issues is not heavy, there are numerous borrowers 
awaiting more favorable market conditions. This is an automatic check to any sus— 
tained municipal price improvement. 
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Improves customer 
relations and reduces handling 
costs in the instalment loan department 


ADVANTAGES OF CREDIT CHECK PLAN 


for the customer: 


Approval Of Application establishes line of 
credit, which is available as long as payments 
are made as agreed. Each payment restores 
the amount of available credit. 

Draw Checks Anytime, Anywhere, once loan 
is established, whether bank is open or not. 
Monthly Statement shows the amount agreed 
upon to be paid monthly and arrives shortly 
before the payment is due. 


for the bank: 


Reduced Cost of Operations on personal 
loans. 

One Interview, one investigation and one 
approval suffice on’ this revolving type of 
Credit Check Plan. 

One Application — no renewal applications. 


EL I st RE LO Re 


The Credit Check Tray-Safe Affords Certified Protection 
At Point-Of-Use ... Point-of-use record protection is provided 
24 hours a day...for ledger cards, history cards, checks, pay- 
ment slips and all related records. This unit bears the Safe- 
Cabinet Laboratory and Safe Manufacturers National Associa- 
tion 1-hour labels certifying one hour protection in a raging 
fire — even up to 1700°F. 


4 
5 


Continuous Record of the activities of each 
borrower. 

No Disbursement Problem — customer draws 
checks which simply become an item on the 
account. 

Everything In One Place In The File — the 
ledger card, application, collection record 
and unposted transactions. 

Minimized Collections — monthly statement 
to each borrower arriving shortly before the 
payment is due. 

Automatic Trial Balances of both loan bal- 
ance and past due amount are a by-product 
of the posting of the account. Every posting 
on every ledger card is part of a proved trial 
balance. 

Space Savings — application file merged with 
ledger file — savings up to 75%! 

Microfilm Control of media. 


NEW FOLDER—FREE/ 
Shows Detailed Operation, 
Complete in Flow- 

Chart Form. 


SEND TODAY! 

Simply write Remington Rand, 
Room 1856, 315 Fourth Avenue, 
New York 10. Ask for X1642 — 
Credit Check Plan. 


DIVISION OF SPERRY RAND CORPORATION 
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What if — 


The Loan Outlasts the Borrower? 


The author presents in this article a new check list that loan officers will find 










useful in making sure that the interests of the businessman borrower's family, his 


LARGE percentage of bank loans 
to businessmen, such as sole 
proprietors or operators of 

close corporations, are granted on the 
strength of the ability and “know- 
how” of the borrower to conduct a 
profitable operation, but surprisingly 
little consideration is given to the 
many contingencies that may arise in 
the event of the death of the borrow- 
er. The average businessman is gene- 
rally so engrossed in contending with 
current management problems that 
this eventuality seldom crosses his 
mind, with the result that it is given 
little or no thought or planning. 


If the loan officer does give consid- 
eration to the effect of the death of 
the borrower, it is probably only to 
the extent of requiring assignment of 
life insurance or term insurance pur- 
chased for the specific purpose of cov- 
ering the risk. This may well protect 
the bank from monetary loss, but 
these precautions do little or nothing 
abuut solving many other problems 
with which the borrower’s executor, 
his family and his former associates 
are likely to be confronted. 


Loan officers, therefore, have a good 
opportunity, not only to render valu- 
able service to the borrower, but also 
to develop business for the trust de- 
partment of their bank. Granted, the 
average borrower has a ‘‘one-track’’ 
mind and is ordinarily concerned only 
with obtaining approval or extension 
of the loan under consideration, yet a 
simple reminder will serve to awaken 
him to the nececcity of giving some 
thought to the contingencies here con- 
templated. A few per.inent questions 
injected into the discussion in an atti- 
tude of concern for the welfare of the 
borrower, his family and associates 
should strike a responsive chord. Re- 
gardless of the extent of agreement or 
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business associates, and his bank are protected against an ever-present contingency. 


By ROBERT D. WALKER 


Vice President 
The Valley National Bank of Phoenix 


disagreement with any suggestions 
that may be made, they may readily 
lead to constructive thinking and ac- 
tion. 


It is the purpose of this article to 
provide a list of such questions, along 
with some brief comment containing 
the essential facts with reference to 
each: 


1. Has the borrower made a recent 
Will? 

A will is primarily ‘estate insur- 
ance,” and, like other types of insur- 
ance coverage, it needs review and re- 
vision from time to time as conditions 
change. Wills, moreover, frequently 
stand in need of “‘extended coverage” 
provisions, such as: 


(a) Conditional periods of survival 
for the vesting of beneficial in- 
terests to minimize potential 
tax liabilities. 








(b) Designation of alternate bene- 
ficiaries. 


(c) Use of trusts under wills to elimi- 
nate successive taxation. 


(d) Use of simple trusts for minor 
beneficiaries in lieu of guardian- 
ships. 


(e) Appointment of alternate or suc- 
cessor executor and trustee. 


(f) Granting of appropriate powers 
and discretions to the executor 
and trustee. 


An indirect approach to the sub- 
ject is far better than the use of the 
blunt question, “Have you made a 
will?” The latter may sound imperti- 
nent and elicit a shor: affirmative re- 
sponse that would be difficult to pur- 
sue. 


2. Has the Will be »n checked in the 
light of recent chang:s in tax. laws? 





Lobby of the Valley National's Trust Department. 
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ILT-EDGE SECURITY... 


SORRRRANS Ad 260556088 R eK Ede d does ond ee eee hake ates sedges) 


Farming is like any other business. Even more so 
these days. The businessman and farmer work to 
make a profit. 

International Harvester farm equipment is a 
proven money-maker for the farmer. You see it in 
action above. Two men, an IH tractor, hay baler 
and farm wagon tell a real story of efficient produc- 
tion. They do the job faster with less effort. They 
do it at less cost. As a result, the farmer’s profit 
margins are increased. 

Power farming like this is what makes today’s 
farmer an increasingly good credit risk. And that’s 
why you'll find the financing of IH farm equip- 
ment increasingly good business for you. 

The man who knows all sides of this opportunity 
story is the International Harvester dealer near 
you. Why not talk to him soon? 


INTERNATIONAL by HARVESTER 
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During the past eight years there 
have been many changes in Federal 
estate, gift, and income tax laws that 
materially affect estate plans. Sub- 
stantial tax savings may be effected by 
careful planning. In the case of a net 
estate of $200,000 belonging to a hus- 
band and wife, for example, the maxi- 
mum Federal death taxes on both es- 
tates could amount to $37,500, where- 
as such tax liability could be reduced 
by proper planning to $9,600, and 
without any lifetime gifts. 

On net estates of $150,000 or over, 
(including maturity value of life in- 
surance) it is questionable whether 
husbands or wives can afford (tax- 
wise) to leave all of their respective es- 
tates outright to the survivor. 


3. Who will be the executor? Has he 
been asked if he would be willing to 
serve? 

An executorship is no job for an 
amateur. The effective, efficient and 
economical administration of an estate 
requires the services of a person ex- 
perienced in that field. It should be 
definitely ascertained that the person 
designated is willing to assume the 
responsibilities and liabilities involved, 
and to devote to the task the time and 
effort necessary to the proper dis- 
charge of those responsibilities. 

On estates subject to a Federal es- 
tate tax return the duties of an execu- 
tor may well extend over a period of 
two years or more, due to the fact that 
there is an option to use values as of 





CONVENIENCE WITH SAFETY 
FOR DEPOSITORS 


“HOOD SEAL" DEPOSIT BAGS 


Extremely hard-wearing Cotton Duck. Forest 
green color. Personalized depositor's “window 
pocket.” Locks securely with tamperproof metal 
“HOOD” and fine quality padlock. 


7''x 11" Bag & Padiock..... $3.45 per set 
8"' x 12" Bag & Padiock..... $3.65 per set 
10” x 14" Bag & Padiock..... $4.35 per set 








date of death or one year after date of 
death on the Federal estate tax re- 
turn, which is due fifteen months after 
death, and it generally takes the In- 
ternal Revenue Service a minimum of 
six more months to audit the return 
and give the executor a clearance. 


The time-worn custom of treating 
the appointment of an Executor as an 
“honorarium” should be abandoned. 
If the appointment is prompted by 
reason of the knowledge or particular 
ability of the individual, then perhaps 
that individual would be more willing 
to serve in an advisory capacity with 
due compensation for his services, if 
so designated. 


If the appointment is prompted by 
a desire to minimize administration 
costs, the resulting savings may well 
be questioned. It should be noted in 
this connection that expenses of ad- 
ministration are deductible either 
against the income tax liability of the 
estate, or against estate taxes, which- 
ever may be at a higher rate. On the 
other hand, executor’s fees are tax- 
able income to the recipient, and the 
net might not be worth the time and 
effort. 


If the wife is to be Executrix, con- 
sideration should be given to the ap- 
pointment of a corporate co-executor 
to relieve her of the sole responsibility 
of details and decisions. In the writer’s 
opinion, the biggest hazard a widow 
encounters is the unsolicited advice of 
well-meaning friends, neighbors, rela- 


} 
| 
FOR GREATER EMPLOYEE | 

EFFICIENCY...SAFETY | 

USE 
WELDED STEEL SAFETY LADDERS 

Unusually mobile! Extremely secure! Lock- 
ing casters grip floor when ladder is used. 


Rubber-tipped legs unlock when user steps 
off, and it's ready to roll again. | 


1-Step—12” H x 14” D........ $19.00 | 
2-Step—20” H x 19” D........ $27.25 
3 Step—30” H x 26”D........ $39.00 
4-Step*—36” H x 36%” Dsacas $56.25 


(*handrails included) 


Width of all 
ladders—171—"" & 





The BANK VAULT INSPECTION CO. 


1809 CALLOWHILL ST., PHILA. 30, PA. 
Inventors of the original ‘‘Rotary’’ Night Depository 








ROBERT D. WALKER 


tives and former business associates, 
freely given in a gesture of solicitude, 
but without thorough consideration. 


4. Has provision been made for an 
alternate executor? 

It is too often the case that an Ex- 
ecutor or Executrix consents to act 
out of respect for the apparent wishes 
of the deceased, notwithstanding his 
or her own disinclination to do so. 
Various state laws designate those 
who have the right to qualify as ad- 
ministrator, or to nominate in the 
event the executor named should fail 
to qualify or cease to act, and it may 
result in the court appointing someone 
who would be undesirable. To fore- 
stall this contingency, the Will should 
provide for an alternate Executor. 


5. Will there be a need for an execu- 
tor to serve in some other state? 

If the testator owns real or tangible 
personal property situated in some 
other state, the appointment of a 
separate Executor for that jurisdiction 
may well facilitate the efficient ad- 
ministration of such property. 


6. Will the executor be expected to 
pay this loan out of operating income? 

If the business property or interest 
is specifically bequeathed or devised, 
the income therefrom from date of 
death would go to the beneficiary and 
would not be available for payment of 
estate taxes or administration costs 
unless the Will specifically directed a 
prorate of such expenses. On the other 
hand, most Wills contain a stock pro- 
vision that all estate or inheritance 
taxes shall be paid out of the residuary 
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estate, which may or may not prove 
to be practical or equitable. 


7. Are the available liquid assets and 
life insurance payable. to the estate 
sufficient to satisfy the loan? 

Both the borrower and the loan 
officer should give due consideration 
to the effect of the unexpected death 
of the borrower prior to the repay- 
ment of the loan, and the possible 
means of payment without recourse 
to the forced sale of prime assets. 


8. Would the bank be willing to ex- 
tend further credit to the estate or to the 
beneficiaries? 

The borrower should be interested 
in ascertaining whether or not the 
bank would be willing to supply the 
credit needs of his estate. Before the 
bank could give any such assurance 
it would certainly want to know who 
had been named Executor and Alter- 
nate. 


9. If the bank were appointed as 
executor, would it be willing to extend 
the credit needed for operations and 
taxes? 

When a bank qualifies as Executor 
or Co-executor of an estate its first 
consideration and responsibility is to 
the preservation of the assets. Nor- 
mally, a bank would be under greater 
obligation to take care of the credit 
needs of an estate if it were executor 
or co-executor than would otherwise 
be the case. 


10. Would the bank as executor have 
specific power under the will to lend its 
own funds to the estate? 

Certainly if the bank is appointed to 
serve in any fiduciary capacity, it 
should be given specific power to lend 
its own funds to the estate for any 
estate purpose, and to pledge avail- 
able assets or the income therefrom. 


11. Has the executor been given 
specific authorization to continue the 
operation of the business at the risk of 
the estate? 

In the.absence of such discretionary 
powers or directions, the executor may 
not be inclined to continue the opera- 
tion of a business enterprise, or the 
Court may well direct its prompt 
liquidation. It is the primary obliga- 
tion of an executor to preserve an es- 
tate and not to create additional assets 
through operations. 


12. Does the executor have specific 
power to sell the business? 

A specific power to sell real or per- 
sonal property upon such terms and 
conditions as the Executor may deem 
advisable without first obtaining an 
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order of the Court will facilitate the 
closing of a desirable sale. 

13. Are potential purchasers named 
as executors? 

Inasmuch as Executors and Trus- 
tees may not deal with themselves in- 
dividually in the sale and purchase of 
estate assets, to name any prospective 
purchaser as Executor might impede 
or forestall a good sale. 


14. If the business is a partnership, 
is it to be dissolved or continued? 


Unless the partnership agreement 
provides for the continuation of the 



















business and succession of the interest 
of a deceased partner, the surviving 
partner or partners are required to 
liquidate the partnership. 


15. ts there a buy and sell agreement 
or option? 

Generally a buy and sell agreement 
or option to purchase will result in a 
more favorable sale than would be the 
case if there were no plan or agree- 
ment. 


16. Has the executor been given 
specific power to vote the stock of a 
corporate borrower? 
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COUNTER 


FAST — Will count up to 
2500 coins per minute. 
Other models to 3000 coins. 


ACCURATE — The Abbott 
counting arrangement is 
positive and completely ac- 
curate, 


RUGGED — Abbott counters 
are the sturdiest built. They 
give faithful, trouble-free 
service. 

























































































Our complete line of coin wrap- 
pers, sorters, counters, currency 
trays, coin cabinets, etc., backed 
by 45 years of service is the 
reason banks count on Abbott. 
Write today for complete catalog. 
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If the business is incorporated, the 
Executors should be given specific 
power to vote the shares in whatever 
manner they deem advisable, includ- 
ing authority to select or vote for the 


| appointment of themselves or others 
| as managers, officers or directors, even 


though such persons may, at the same 
time, be officers, directors or employ- 
ees of a corporate Executor. 


17. What will be the approximate 


| estate and inheritance tax liability? 


The contingent liability for estate 
and inheritance taxes should be a 
matter of prime concern to both the 
borrower and the loan officer. The 
largest portion of the tax liability will 
be the Federal estate tax which may 
be readily estimated from one of many 
available tax tables. Care should be 
taken, however, to determine whether 
the figures used include or exclude the 
$60,000 specific exemption, and 
whether the tax applies to the whole 
or half of the estate. The main dif- 
ficulty will be in arriving at realistic 
asset values. 


There appears to be a general desire 
among the uninformed to appraise as- 


| sets for estate tax purposes ‘‘as low as 


the law permits,”’ whereas a fair mar- 
ket value appraisal should be the ob- 


jective. Strange as it may seem, a 
| realistic estate tax appraisal may 


prove to result in over-all tax econo- 
mies, particularly as it pertains to de- 


| preciable assets or potential capital 
| gains. 


For instance, on estates of husbands 
and wives the estate tax is assessed 


upon the decedent’s half after the 


“marital deduction” or after elimin- 


| ating the survivor’s community in- 
| terest, but both halves acquire a new 


adjusted cost basis equal to the ap- 
praisal. On a net estate of over $160,- 
000 (before the exemption) and up to 
$310,000, the Federal estate tax rate 
is 30%, which is the same as 15% on 
both halves, whereas the capital gains 
tax upon a sale in excess of a low ap- 


| praisal may be 25% on the whole of 


such excess over the tax appraisal. 


Furthermore, depreciable assets 
such as buildings or equipment that 
may have been wholly or partially 
charged off through depreciation dur- 
ing the decedent’s lifetime will acquire 
a new adjusted cost basis equal to the 
value arrived at for Federal estate tax 
purposes. In other words, a realistic 
appraisal on such assets may result in 
a 15% estate tax thereon at death, but 
it would not take long to recover that 





15% through depreciation rates and 
still leave 85% available for deprecia- 
tion allowance during the remaining 
life of the asset. In addition, when in- 
ventories in an estate are appraised at 
the selling price, this can eliminate or- 
dinary income tax on the operating 
profit. 


Loan officers need not be tax ex- 
perts, but a few rather common tax 
angles that are often overlooked ef- 
fectively illustrate the need for 
thorough estate planning and adminis- 
tration by those who are fully informed 
on such matters. 


18. From what source will estate and 
inheritance taxes be paid? 

The Federal estate tax is due and 
payable fifteen months after date of 
death. Some business men proudly 
boast that they are ‘‘debt free” or that 
they don’t need to borrow money for 
operations, but their estates are quite 
likely to be subject to debts such as 
estate taxes and administration ex- 
penses. Life insurance is an ideal means 
of assuring the availability of sufficient 
funds to meet known liabilities or 
creating a reserve that will mature 
when needed for that purpose. 


Such insurance should be made pay- 
able to the estate of the insured and 
not to the widow or some other bene- 
ficiary. A book could be written on 
this phase of estate planning, but these 
few thoughts will serve to indicate the 
wisdom of following this particular bit 
of advice: 


(a) Insurance payable to the estate 
of the insured does not increase 
the Federal estate tax. 


(b) Insurance payable to the widow, 
or owned by the wife, would un- 
duly increase her future taxable 
estate. 


(c) There is no assurance that the 
widow would use the proceeds of 


the insurance for the purpose in- 
tended. 


(d) The proceeds might be tied up 
in the widow’s estate, or, if she 
were to become legally incom- 
petent, they might become in- 
volved in a guardianship. 


(e) If the insurance is payable to the 
business, it might prove difficult 
or impossible to get it out. The 
question of taxation would pose 
a particularly knotty problem 
in this situation. 


Considerable loose “estate plan- 
ning” has been prompted by the re- 
cent revision of Federal estate tax law 
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as it pertains to the ‘ownership test’ 
of life insurance. This test is mentioned 
here in passing only to suggest that the 
subject requires far more careful treat- 
ment than is possible in this article, 
and should not be treated lightly. 


The record clearly indicates that the 
amount of thought and energy devoted 
by men to the creation of estates far 
exceeds that spent by them in plan- 
ning the conservation of those estates 
to the end that they may serve the 
purpose for which they are primarily 
intended: protection of the bread- 
winner’s family, along with his in- 
terests and projects, against the con- 
tingency of his disability or death. The 
loan officer who consistently seeks to 
bring the need for such planning to the 
attention of his borrowers will win 
their lasting gratitude along with that 
of their families and associates; and he 
will broaden and strengthen the base 
of that particular segment of the 
economy from which his bank draws 
its sustenance. 


What to Look for... 
(Continued from page 16) 


the worm hole indicates; and a full 
disclosure of all pertinent facts should 
be required. If such a disclosure can be 
obtained in no other way, an exami- 
nation of the customer’s books, ac- 
counts receivable, and inventories 
should be made by members of the 
bank’s staff or by competent auditors. 


After the facts have been ascer- 
tained, no time should be lost in taking 
adequate protective measures. If re- 
quested early enough, an assignment 
of accounts receivable or a pledge of 
other assets can usually be obtained 
without difficulty. Personal guaran- 
ties, sometimes backed by a pledge of 
personal assets, or additional capital 
or subordinated loans can often be ob- 
tained if action is taken before the 
situation becomes desperate. 


Troubles very seldom cure them- 
selves, and temporizing won’t render 
them less serious. It is the bank’s re- 
sponsibility to give the customer every 
possible assistance in solving his prob- 
lems, and that can best be done by 
dealing promptly and realistically with 
whatever conditions may be found to 
lie behind the danger signs that ap- 
pear from time to time in financial 
statements. 


This brief review touches on only a 
few of the many facets in this import- 


(Continued on page 32) 
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Never before such efficienta 


Interchangeable printing head 
can be installed or removed without 
opening machine. Can be kept in ma- 
chine without printing—simply by 
turning off endorser switch. A head for 
any type endorsement or stamp can 
be prepared—with complete informa- 
tion, including progressive discs for 
changing date and batch number. 


SOLD AND SERVICED BY 


Yo leas Cece ee 


MICROFILM EQUIPMENT 
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wmautomatic check endorsing! 


Only the MICRO-TWIN RECORDER:-READER 


WITH NEW AUTOMATIC CHECK ENDORSER GIVES 


YOU SUCH CLEAN, FAST, EASY, ACCURATE 
CHECK ENDORSING DURING MICROFILMING 


FASTER AND MORE ACCURATE! No need to 
reduce speed . . .°no more partial endorsements or 
total blanks. The new exclusive sensing device syn- 
chronizes the printing of the endorsement with the 
flow of documentsthrough the Micro-Twinrecorder. 
This assures you of a faster rate of photographing 
a’ d endorsing checks because you don’t have to 
reduce speed, and a complete, distinct, individual 
endorsement in the proper position on each item. 


CLEANER! Operator’s hands never touch an inked 
part. Easily filled ink reservoir supplies cylindrical 
ink pad. To re-ink operator presses a remote control 
lever that releases ink to the roll only when head is 
in printing position and in motion. This eliminates 
possibility of spillage when head is out of machine. 
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The Micro-Twin with automatic check endorser provides 
you with a new and better way to endorse or cancel 
checks, and to imprint other material on documents at 
the very instant they are being microfilmed. 


True, other microfilm equipment can offer automatic 
endorsement, but... only the Micro-Twin’s automatic 
check endorser gives you the three important exclusives 
described here. When you consider that the Micro-Twin 
provides you with a combined recorder-and-reader for 
less than you’d expect to pay for the recorder alone, it 
becomes apparent how much you can save in time and 
money with this fine Bell & Howell equipment—useful 
in so many phases of banking. 


Our local branch office, listed in your phone book, will be 
glad to demonstrate these exclusive Micro-Twin extras. 
Burroughs Corporation, Detroit 32, Michigan. 


Whenever theres business there's 


Burroughs LBerrougns 


“Burroughs” and “Micro-Twin”" are trade-marks 


EASIER! Day, month, and batch number can be 
changed from the operator’s position without re- 
moving the endorser head, making internal adjust- 
ments, or touching any inked part. Six remote 
control buttons, externally located, can be pressed 
to move the printing discs to any desired position. 
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Well, we can’t tell you just what town Charles Miller 
is in—but we know that he’s somewhere in New England, 
talking to one of our own customers. Or perhaps he’s 
offering some helpful advice to a member of The First 
Pennsylvania’s correspondent family. As our “Down 
East” Vice President, Mr. Miller has a fund of informa- 
tion about all aspects of fast growing Philadelphia that’s 
useful to correspondents and customers alike. 


A First Pennsylvania service that has proved particularly 
valuable to correspondents and businesses is this: all our 
sendings go air mail direct to our own correspondents. Time 
saved: one to three days. 

Many other advantages are yours as a First Penn- 
sylvania correspondent. One of our officers will be glad 
to bring you full information. - Just get in touch with us 
at our Main Office, 15th and Chestnut Sts. Or if you’re 
in town, by all means drop in. 


The First Pennsylvania 
BANKING AND TRUST COMPANY 


Banking since 1782 
29 offices, Philadelphia and suburbs 


Serving more people more ways than any other Philadelphia bank 


Member Federal Reserve System ° 


Federal Deposit Insurance Corporation 

















ant and engrossing field. The bank 
officer who heeds the signs and wisely 
counsels and guides his customers 
along safe and sound paths of progress 
will not only assure the safety of the 
bank’s depositors, but will also have 
many warm and comforting memories 
as a reward for his work. 








New Books, Analyses 


THE DETROIT MONEY MARKET 1934- 
1955. By G. Walter Woodworth. 
297 pages. Bureau of Business Re- 
search, School of Business Admin- 
istration, University of Michigan, 
Ann Arbor.—The Motor City’s fi- 
nancial institutions; sources and uses 
of Detroit banking funds. 


SECURITIES OF THE UNITED STATES 
GOVERNMENT (1956 edition). 135 
pages. The First Boston Corp., 100 
Broadway, New York 5.—Compre- 
hensive handbook for investors in 
securities of the U.S. Government, 
securities of Governmental Credit 
Agencies and securities of the Inter- 
national Bank for Reconstruction 
& Development. 


INVESTMENT COMPANIES (1956 edi- 
tion). 400 pages. Arthur Wiesen- 
berger & Co., 61 Broadway, New 
York 6. $20.—Comparative data 
on mutual funds and closed-end in- 
vestment companies, including a 
listing of more than 14,000 security 
selections by 117 leading investment 
companies. 


PETROLEUM INDUSTRY 1955. By Fred- 
erick G. Coqueron, petroleum an- 
alyst, The Chase Manhattan Bank, 
18 Pine St., New York 15.—Annual 
financial analysis. 


TAX-EXEMPT BOND MARKET. Halsey, 
Stuart & Co., Inc., 123 South La 
Salle St., Chicago 90.—Mid-year sur- 
vey. 


LIFE INSURANCE STOCKS. By James T. 
S. Porterfield. Graduate School of 
Business, Stanford University, Stan- 
ford, Cal. $1.50.—Appraisal of the 
life insurance industry from the 
standpoint of investors in the stocks 
of nonmutual companies. 


SAVINGS BANKS OF BALTIMORE 1818- 
1866. By Peter L. Payne & Lance E. 
Davis. The Johns Hopkins Press, 
Homewood, Baltimore 18. $3.—His- 
torical and analytical study. 
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Savings Shortage 


USINESS AND ECONOMIC CONDI- 
TIONS, published by The First 
Nationa! City Bank of New York: 


It is an expensive business, carry- 
ing forward with industrial research 
and financing outlays for plant and 
equipment to keep up with popula- 
tion growth, to improve products, 
and to take advantage of the op- 
portunities to cut costs. Capital 
projects provide no output of con- 
sumable goods during periods of 
construction. If they are to be 
financed without inflation they 
must be financed out of savings. 
Thus we have the problem of the 
supply of savings available for in- 
dustrial progress .. . 

Taking the whole of the postwar 
period, an inadequacy of internal 
funds has been evidenced symp- 
tomatically in the demands indus- 
try has made upon banks for loans, 
in flows of new corporate security 
issues, and in the urgency with 
which spokesmen of industry have 
pressed Congress for larger and 
more flexible depreciation allow- 
ances. The rise to new high levels 
of plant and equipment outlays this 
year creates the need for more en- 
terprises to turn to outside 
sources... 


The commercial banks are the 
largest lenders, both in terms of 
their $162 billion loan and invest- 
ment total and in terms of the un- 
counted millions of borrowers they 
have on their books . . . But for 
business large and small, two-thirds 
of the credit extended by banks is 
of a short-term, working capital 
variety. The remaining third is in 
term loans, defined as those having 
a maturity beyond one year. This 
represents a significant contribu- 
tion of the banks toward financing 
intermediate-term credit needs. 


It would be improper, however, 
to expect banks to make a major 
contribution to longer-term capital 
requirements of business... 

The prime sources of long-term 
funds are the savings institutions 
which collectively had loans and 
investments aggregating about $182 
billion on December 31, 1955. If the 
$17 billion growth for 1955 can be 






CURRENT COMMENT 


extended and increased, there will 
be an abundant pool of funds to be 
tapped for industrial expansion. 


The trouble is that funds form- 
ing this pool are heavily committed 
to supporting public debt and pro- 
viding for the seemingly insatiable 
demands of the mortgage market. 
Some of the mortgage loans finance 
commercial building, a business use 
of funds, but in the main they repre- 
sent money to support residential 
building. 

For example, virtually all of the 
funds people place with savings and 
loan associations are borrowed by 
others to build or buy homes. In the 
case of mutual savings banks last 
year, the whole growth in funds 
available for loans and investments 
was absorbed by increased real es- 
tate loans. For life insurance com- 
panies, increased real estate and 
mortgage holdings absorbed two- 
thirds of the 1955 growth in loan 
and investment resources. 


The amount of new money pro- 
vided by savings institutions (other 
than commercial banks) to busi- 
ness during 1955 amounted to no 
more than $3 or $4 billion, entirely 
from insurance companies and trus- 
teed pension funds. 


Long-Run Perspective 


USINESS IN BRIEF, issued by the 

economic research de- 

partment of The Chase Manhattan 
Bank: 

How does the relationship be- 
tween stock yields and interest 
rates look today? At the present 
time, the ratio of dividend yields 
to interest rates stands at 1.23. 
This is lower than in 1987 or 1946. 
However, it compares with: 

@ An average of 1.2 for the years 
1885-1929; 
@ A longer-run average of 1.4 for 
1885-1955; 


@ And a postwar average of 1.9. 


Over the long-run span of 1885- 
1929, when the American econo- 
my experienced considerable 
(though far from complete) sta- 
bility, the ratio with rare excep- 
tions moved within a narrow band 
of 1.0 to 1.4. 






In the 1930’s however, when the 
American economy suffered a de- 
pression several times more severe 
than any it had experienced before, 
confidence was dealt an extreme 
blow. Thus, with rising dividends 
in the 1940’s and early 1950’s the 
ratio rose to unusually high levels 
(above 2.0). 

The sharp rise in the market in 
1954 and 1955 seems to have re- 
flected in considerable part a feel- 
ing of confidence that depressions 
of the 1929-82 variety can be 
avoided. Thus, stock prices have 
risen, reducing the dividend yield 
and bringing it back more closely 
to its longer run relationship to 
bond yields. 


Air Transport Industry 


USINESS COMMENT, issued by the 
commercial banking depart- 
ment of The Northern Trust Co.: 


In anticipation of future growth 
and to upgrade equipment, the 
trunk lines have in the past year or 
so embarked upon a tremendous 
new expansion program. Orders to- 
taling about $1.2 billion have been 
placed for jet and turboprop trans- 
port planes, with deliveries sched- 
uled for 1958 to 1961. In addition, 
more than $500 million worth of 
piston engine planes are on order. 
New purchases yet to come may 
bring the grand aggregate of equip- 
ment commitments close to $2 
billion... 

As might be expected of com- 
panies operating in a new and rap- 
idly growing industry, operating re- 
sults have varied considerably over 
a period of years. Since 1948, how- 
ever, the trunk lines as a group have 
operated profitably and gross reve- 
nues and cash earnings (net income 
plus depreciation) have increased in 
each year. Last year, gross opera- 
ting revenues of the trunk lines 
amounted to $1.1 billion, 16 per 
cent more than in 1954. Net prof- 
its rose from $51.5 million to $63.1 
million, a new record for the indus- 
TY . + % 

Currently, revenue passenger- 
miles flown are substantially great- 
er than in early 1955 and gains of 
up to 15 per cent are indicated for 
the full year. 
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A New Approach to 
Executive Development 


Under the program here described mature men of sound judg- 
ment and up to 40 years of age are given 47 weeks of concen- 
trated on-the-job training, dedicated solely to the production of 
qualified administrative personnel. 


By JESS E. WILSON 
Asst. Vice President 
Crocker-Anglo National Bank, San Francisco 


XECUTIVES in every field of endeav- 
F or realize that continued prog- 
ress is dependent upon the abili- 
ty of their companies to attract cap- 
able young men with which to replace 
those who will retire within the next 
ten to fifteen years. In our own case, a 
growth that has seen both personnel 
and deposits déubled since 1950 has 
made it necessary for us to supplement 
our routine recruiting efforts with a 
program designed .to develop officer 
material more rapidly than would have 
been possible through the normal pro- 
cesses. To meet that need, we estab- 
lished some three and one-half years 
ago our Administrative Training Pro- 
gram. 
We chose the word 
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‘‘administra- 


tive’’ because it is general in scope and 
quite in line with the concept that par- 
ticipants are to be given a quick, 
general background of information and 
training that is ndt exclusively de- 
voted to any special phase of bank 
work. The word “executive” might 
have more nearly indicated the true 
nature of the training involved, but it 
was feared that its use might cause 
some adverse reaction from the staff 
by implying that the program was the 
path to “executive status.”’ We also 
thought of calling it an “internship in 
banking,” but finally concluded that 
plain “administrative training’ was 
about as accurately descriptive of the 
program as any term that could be ap- 
plied to it. 


Because time is such a vitally im- 
portant factor, we have been taking 
men from 25 to 40 years of age into an 
accelerated training program under 
which they receive 47 weeks of con- 
centrated, on-the-job training in such 
fields as commercial and savings tell- 
ing, note telling, real estate lending, 
consumer lending, and credit analysis. 
Each assignment is for a specific period 
of time—frequently six weeks. 


Graduates the Sole Objective 


Most of the training is done within 
our branch offices rather than in the 
Head Offices so that the trainee can 
see the interrelationships of the vari- 
ous departmental functions more 
clearly. Trainees are given on-the-job 
assignments because by doing the 
work involved accurately and well 
they will obtain the fundamental 
knowledge they will need in making 
the judgments of the future. We prom- 
ise at the outset that no trainee will 
be used on a utility basis and that each 
assignment will be made for the single 
purpose of making the greatest pos- 
sible contribution to his rapid develop- 
ment. The program, in other words, is 
dedicated solely to the production of 
graduates, and any work they happen 
to turn out in the course of their train- 
ing is altogether incidental. 


This course has been dictated by our 
Above: Participants meet for round-table dis- 


cussions with senior bank officers at regular in- 
tervals. 
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need for men with some judgment and 
maturity who can be developed rapid- 
ly to the level of assistant branch 
manager and who are capable of quali- 
fying for other and higher posts with- 
in the management team. As we faced 
this need, we recognized the import- 
ance of providing the best possible 
means of selection and guidance. 
Rather than assign these responsibili- 
ties to any one man, it was felt they 
should be turned over to a committee 
consisting of men who could be relied 
upon to make a maximum contribu- 
tion to the program’s effectiveness. 
With this in mind, a committee of 
three was chosen, consisting of the 
vice president and coordinator of 
branches; an assistant vice president 
in public relations who had a wealth 
of operational experience; and an as- 
sistant vice president in the personnel 
department. 

In weighing the question of using a 
committee instead of a single indi- 
vidual for selection and guidance pur- 
poses, the committee was found to 
possess these advantages: 


1. Because it is less subject to pres- 
sure, it can more effectively confine 
selections to those who are found to 
measure up to the high standards es- 
tablished. 


2. It makes possible a system of 
multiple selection that is advisable in 
placements of this type. The trainee 
is selected on the basis of interviews 
with each of the three members of the 
Administrative Training Committee. 
These interviews are conducted sepa- 
rately and have proven a most ef- 
fective means of screening candidates. 


3. In the present instance, the ex- 
perience of three men occupying dif- 
ferent fields has been most helpful in 
the guidance phases of the program. 

4. A committee has status and pres- 
tige beyond that of any of its mem- 
bers, and the program is strengthened 
accordingly. 


College Seniors Not Eligible 


While today’s college senior may 
normally be expected to receive offers 
of several executive development pro- 
grams from which he may select the 
one he chooses at the moment to fol- 
low, we have not found it advisable 
to compete at this level. Many men 
have come to us directly out of college 
to enter such fields as consumer lend- 
ing, international banking, investment 
analysis, trust administration and 
public relations; and they have found 
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useful and rewarding careers in their 
selected field. But, as previously indi- 
cated, this particular program seeks 
to provide comprehensive training 
‘and experience in a minimum of time, 
and to serve that need we must have 
trainees who are thoroughly mature 
and firmly ‘resolved to cast their lot 
with the Crocker-Anglo Bank. 


It is worth noting in this connection 
that almost all participants in this 
program aside from those selected 
from within the bank, have accepted 
reductions in salaries, some ranging as 
high as 50 per cent. We make no 
apologies for this although we are 
offering no more than most banks are 
paying men directly out of college. 
It is our thinking that the trainee 
should be as willing to invest in his 
career as we are. By his willingness to 
make whatever sacrifice of salary may 
be involved, he demonstrates his sin- 
cerity and his belief in the program. 

This reasoning alone may account 
for the amazingly low rate of losses 
through resignations from the Ad- 
ministrative Training Program. In the 
three and one-half years of its exist- 
ence, this loss has amounted to only 
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one-fifth of that sustained by the rest 
of the bank. We have actually gone 
as long as a year between resignations 
in spite of the fact that forty per cent 
of those who resign do so at the com- 
mittee’s suggestion because they do 
not appear to have an aptitude for 
banking. 


A Day of Round-Table Discussions 


On-the-job training is supplemented 
by all-day training meetings which are 
held every other month. At these 
meetings, senior officers of the bank 
meet with the trainees for round-table 
discussions of bank policy, planning 
and thinking. Here the trainees de- 
velop an understanding of the factors 
that enter into the decisions they will 
be called upon to make a little later 
in their careers. This training will be 
especially helpful to them as they 
progress in the organization and as 
they are obliged to place an ever- 
increasing degree of reliance upon their 
own understanding of the basic think- 
ing or philosophy that makes for 
sound judgments and correct deci- 
sions. 


At Christmas time we have a two- 
week conference that is devoted to all 
phases of banking. This conference is 
also intended to assist with the train- 
ee’s understanding of the bank’s phil- 
osophy, but with the difference that a 
greater share of the emphasis is placed 
upon procedures and administration. 
For example, the Trust Department 
and the International Banking De- 
partment are given time to discuss 
their operations and procedures. 
Again, the round-table approach is 
used. The trainees are given every op- 
portunity to ask questions. The an- 
swers are usually frank and without 


reservation with some of the discus- 
sions including highly confidential in- 
formation. 

We have also experimented very 
successfully with the dramatization of 
the problems encountered in the course 
of our discussions. Members of the 
group assume the roles of the various 
individuals working out a solution to 
the problem presented in conformity 
with what they have learned about 
the bank’s policies and procedures 
along with the philosophical frame- 
work within which that thinking was 
developed. Those not participating as 
members of the cast serve as observers 
and later engage in a critical discus- 
sion of the manner in which the cast 
handled the problem and consider the 
merits of other possible solutions. This 
give-and-take discussion of typical 
operating and administrative problems 
has proven to be a very effective pro- 
cedure and is popular with the train- 
ees. . 


Evaluated on Rating Form 


A special rating form has been de- 
vised as one of the means employed in 
evaluating our ‘‘administrative train- 
ees.”’ This form is sent to an office after 
the trainee has completed an assign- 
ment. It consists of two sections to be 
completed respectively by the super- 
visor immediately responsible for the 
training of the participant in ques- 
tion and by the manager of the branch 
in which the training is taking place. 
With the exception of a single ques- 
tion, this evaluation sheet calls for the 
completion of sentences bearing on 
qualifications of the trainee as revealed 
by his work. The question: ‘“‘Would 
you want this trainee permanently as- 
signed to your office?” 


Every trainee is asked to submit a 
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report covering each of the assign- 
ments received in the course of the 
program. The writing of these reports 
is in itself an important phase of the 
training procedure because all key 
lending men in our organization are 
under the necessity of making written 
reports to the Senior Loan Committee, 
and a certain degree of proficiency in 
writing is an indispensable qualifica- 
tion. 

These reports also serve to reveal 
any misunderstandings or lack of es- 
sential knowledge on the part of the 
trainee, and are made the basis of a 
conference in which the misunder- 
standings are corrected and the needed 
supplemental information is supplied. 
A third function of the reports is to 
supply the committee with concrete 
evidence of the trainees’ capabilities. 


Responsibility the Sole Test 


All applicants for consideration as 
possible trainees are told that the pro- 
gram has been established for the 
specific purpose of bringing capable 
men into our organization. They are 
also told that their only assurance of 
progress lies in our need for men who 
can assume and handle responsibility; 
that responsibility will be given them 
as rapidly as they are dble to prove 
they are ready for it; and that salaries 
will always be determined by the de- 
gree of responsibility involved, and on 
no other basis. 

What type of man is attracted to 
this program? Because we are offering 
the type of long-range career employ- 
ment that every thinking young man 
seeks, plus a clearly outlined path for 
progress in the direction of that career, 
we have had little difficulty in attract- 
ing outstanding young men. Aside 
from their experience, several have 
had law degrees, or a Masters Degree 
in Business Administration, and one 
has both. Several have had valuable 
experience in agricultural credit work. 
Some have sold stocks and bonds while 
a few have had previous banking ex- 
perience. 


We do not have a fixed pattern by 
which our selection of men is governed. 
On the contrary, we have deliberately 
avoided a pattern with a view to 
making sure that the men chosen 
would have a variety of backgrounds 
and personalities. Since a great simi- 
larity in men would complicate our ef- 
forts to match the position with the 
man possessing just the combination of 
qualifications required, we have lim- 
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ited our basic requirements to the fol- 
lowing: 


1. A desire for career employment. 
2. Proved intelligence. 


3. Good personality and appear- 
ance. 


4. Interest in people and the ability 
to work effectively with them. 


With only these few simple require- 
ments to meet, we can and do select 
men whose educations and experience 
are completely foreign to banking. The 
record would indicate, however, that 
men with business experience in an- 
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other field who sincerely wish to build 
a career for themselves in banking and 
are willing to work hard for it, learn 
quickly. Forty-seven weeks of train- 
ing, of course, will fall considerably 
short of making an experienced bank- 
er, but it will enable a man to perform 
effectively in a position of responsi- 
bility and will enable him to take over 
the responsibilities of assistant branch 
manager within another year. 


Results Exceed Expectations 


As previously mentioned, this pro- 
gram is now three and one-half years 
old. While it would normally take 
something like five years to obtain 
sufficient results to properly judge a 
program of this nature, we already 
have, among our 28 graduates, one 
branch manager and twelve assistant 
branch managers. A number of others 
have been assigned to special positions 
in the head office. These results far ex- 
ceed the expectations of those respon- 
sible for the establishment of the pro- 
gram. 


In the light of what was said earlier 
in this article about college graduates, 
it should be pointed out that Crocker- 
Anglo does hire many young men di- 
rectly out of college. S. E. Hansen, 
who is in charge of recruitment and 
placement, makes occasional visits to 
college campuses with the objective of 
interesting young men in taking up a 
banking career, but we have not main- 
tained a recruitment program speci- 
fically designed to attract college men 






AND TRUST COMPANY of Chicago 


208 SOUTH LA SALLE STREET 
(Member Federal Deposit Insurance Corp.) 








on the scale employed in many other 
large banks. Most of the men we have 
recruited in this fashion have given an 
excellent account of themselves, and 
» we are proud to have them as part of 
our organization. 


On the other hand, the average col- 
lege graduate who might be interested 
in entering our employ has shown him- 
self to be in a somewhat experimental 
mood. He is quite willing to give us a 
try, but is all too often motivated by 
considerations that are quite super- 
ficial and offer no dependable evidence 
that he is really sold on a banking 
career. The probabilities are that the 
unoriented college graduate, who 
knows only that he wants to go into 
business, will hold several jobs in the 
process of finding himself, and we sim- 
ply cannot see our way clear to lending 
to that process the time and facilities 
we have set aside for this special pro- 
gram. 


Maturity a Must 


It is quite another matter to take a 
college graduate into the bank with 
the definite understanding that his 
services will become productive after 


only a relatively brief period of train- 
ing. On this basis, we can afford to 
take whatever risk of loss may be in- 
volved, and to participate with busi- 
ness in general in the process of orient- 
ing those who are interested in the 
field of banking. Following a minimum 
period of two years of productive serv- 
ice, and provided they have shown ma- 
turity of judgment, we are glad to 
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consider their candidacy for a spot in 
our Administrative Training Program. 


We are convinced that the man who 
has only his college background nor- 
mally lacks the maturity of viewpoint 
that makes the young man of from 25 
to 40 the excellent prospect for the op- 
portunity of rapid development pre- 
sented by this program. A man with 
some business experience is far more 
able to evaluate the career offered, 
and far more ready to accept the re- 
sponsibility that goes with it. Experi- 
ence in any business can give an un- 
derstanding that will be most helpful 
to the lending officer. Thus the time 
spent in other business is not lost since 
most of these men will tend to become 
identified with some phase of the 
bank’s lending activities. 

We publish as part of our over-all 
recruitment program, a brochure en- 
titled ‘‘A Growing Bank Needs Grow- 
ing Men,” which says in its concluding 
paragraph, “It is a well-recognized 
concept that to be successful, a man 
must be in a business best suited to his 
individual interests and abilities.’’ In 
our program we are specifically seek- 
ing the young man who has had the 
time and opportunity to test his in- 
terests and abilities in the business 
world. If, after such test, he chooses a 
career in banking, we have the means 
by which he may achieve his ambi- 
tions. 


STATEMENT ENCLOSURES 
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Corporate Bonds & Stocks 


By A. M. Youngquist Jr. 





With Treasurys around their lows for the year and with a large volume of new 
financing in the offing, the corporate new issue market has turned sluggish. 

In the public utility sector, where the sluggishness is most apparent, 
substantial portions of most recent funded debt offerings have remained unsold 
up to the lifting of price restrictions, and subsequent losses in secondary 
trading have run from 1 to more than 3 points. 

That has been true of the Mountain States Tel. & Tel. 34s (initially offered 

late in May), the Indianapolis Power & Light 3s and the Public Service Co. of 
New Hampshire 3fs (both brought out in June), and last month’s offerings of the 
Atlanta Gas Light 4s, the Union Electric 3$s and the Illinois Power 34s. 


The marketing early this month of $10 million Jersey Central Power & Light 
44s was accorded a better reception, but these A-rated obligations were priced 
to yield 4 per cent—18 basis points more than a like-rated offering of Florida 
Power bonds a month earlier. 

Meanwhile, bankers figured to price a $25 million issue of Michigan Wisconsin 
Pipe Line bonds to yield 4.62 per cent to maturity in 1976. Faced with an interest 
cost it considered excessive, the company rejected all bids, said it would continue 
to rely on bank credit for the time being. 


Brightest spot of recent weeks was, of course, the quick success of American 
Tel. & Tel.’s $250 million debenture offering. By month’s end, however, even this 
issue had lost some ground in free trading. 


Looking ahead, the calendar of prospective emissions via the competitive 
bidding route is on the heavy side. 

Slated for marketing in the next month or so are $40 million bonds of 
Consumers Power, $78 million debentures of Pacific Tel. & Tel., $30 million 
debentures of Consolidated Natural Gas and $10 million bonds of Tampa Electric. 

Also, $40 million bonds of Southern California Edison, $13 million of Gulf 
States Utilities, $20 million of General Telephone of California, $15 million of 
Northern States Power and $20 million of Virginia Electric & Power. 


Other utilities tentatively planning new debt issues in the not too distant 
future include California Electric Power, Carolina Power & Light, Columbia Gas 
System, Metropolitan Edison, Ohio Power and Public Service of Indiana. 

A spate of new rail equip issues is expected to swell competitive bidding 
totals still further. The calendar of negotiated deals, however, is lighter. 


With the adoption by many states of the "prudent man rule," Wayne Hummer & Co. 
of Chicago began compiling a list of common stocks that in the firm’s opinion were 
especially well qualified for trust investment. Following is the latest revision 
of that list (showing approximate yields): 
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(4.8), American Tel. & Tel. (4.9), Borden Co. 


Chrysler (6.2 per cent), Cleveland Elec. Illun. 
Continental Ins. (3.1), Corn Products Ref. 


(4.3), Detroit Ed. 


Acme Steel (5.6 per cent), Allied Chem. & Dye (2.6), American Brake Shoe 


(4.6), Burroughs Corp. 
Financial (5.1), Carpenter Steel (3.5), Caterpillar Tractor (1.7), C&O Ry. 


(1.3), duPont (3.2), Eastman Kodak (2.2), Endicott Johnson (4.8). 
General American Transport. (4.2), General Elec. 


Shoe (5.9), Kroger Co. 





(3.9), Minnesota Min. & Mfg. 


National Lead (2.5 per cent), Norfolk & Western Ry. 








(3.5), Commonwealth Ed. 
(4.6), Dow Chem. 


(5.2), Owens—-I1l. Glass 


(4:0), 6.8.7. 
(4.7). 


(4.4), 


(2.5), General Motors (4.6), 
Household Finance (4.4), IBM (0.8), International Harvester (5.0), International 


(1.1), National Biscuit (5.3). 


(2.7), Parke, Davis (2.7), J. C. Penney (4.2), Pitts. Plate Glass (2.7), Proctor & 


Gamble (3.4), Scott Paper (2.4), Standard Oil of Cal. 


(3.8), Standard Oil of N. J. (2.9). 
Sterling Drug (5.0), Swift & Co. 


(5.1), Texas Gulf Sulphur (5.9), Timken 
Roller Bearing (4.9), Union Carbide & Carbon (2.3), Union Pacific RR (4.1), United 
Eng. & Foundry (5.7), United Fruit (6.0), U.S. Gypsum (3.1), Westinghouse Air 


Brake (3.3), F. W. Woolworth (5.2), Wm. Wrigley Jr. Co. 


Latest 
Common Stock Prices Report 
NYSE Composite (SEC Indexes, 1939 100) 362.1 
ITI 505 kw ee lene 6 6-6 ab oe a Oe ee 462.6 
PEPE Hy ee Cee 424.9 
Non—durable goods................ 497 .1 
INE RAR ois ice nse a agnor n hae ee 336.3 
NS So a tka wae £44 ee RR em 160.9 
Trade, finance and service.......... 316.1 
ES eee) ee ne ee ee ee 371.6 
Banking (Merrill Lynch Index).......... 281.6 
Corp. Bond and Stock Yields (Moody’s) 
IS is 4a nn klk ba kh ak eee es Ow 6 3.31 
oe eee es a eos ERS od Ble Od 3.83 
Industrial common stocks............... 3.69 
Securities Credit* (FRB, mil. of dol.) 
Wkly. Rep. Mem. Banks in Leading Cities: 
To brokers and dealers, incl. 
ee iad OH ew hese ean BOERS Us 2,241 
To others, incl. US Govts........... 1,259 
Wkly. Rep. Mem. Banks in N.Y.C.: * 
To brokers and dealers, excl. 
i Se eS i ea BS Wists asened 1,520 
To others, excl. US Govts........... 458 
Wkly. Rep. Mem. Banks in Chicago: 
To brokers and dealers, excl. 
et SPE Ribs Sls awe haw eke es 153 
To others, excl. US Govts........... 112 
NYSE Activity 
Monthly vol., dly. ave. (mil. of shs.) 2.2 
Short interest (thous. of shs.)........ 2,289 
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*Loans for purchasing or carrying securities. 


Month 
Earlier 
347.1 
442. 
A404. 
A477. 
331. 
155. 
302. 
354. 
273. 


NAonronawoorn 


3.26 
3.77 
3.82 


2,380 
1,271 


1,590 
A476 


160 


116 


1.8 
2,165 


(5.3). 


Year 
Earlier 
322. 
399. 
375. 
420. 
331. 
159. 
303. 
315. 
285. 


OrbhONONNKH 


5.07 
3.53 
3.63 


2,808 
1,206 


1,770 
453 


151 


lll 


2.5 
2,740 
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1956 
High 
362. 
464. 
425. 
500. 
353. 
160. 
325. 
382. 
N.A. 


anaooodwdnn @ 


3.31 
3.83 
4.13 


2,840 
1,302 


1,803 
493 


R22 


134 


N.A. 
2,530 


(2.5), Standard Oil of Ind. 


Low 
319. 
398. 
369. 
425. 
312. 
152. 
294. 
326. 
N.A. 


or A ON A OD OC 


3.07 
3.57 
3.65 


2,241 
1,259 


1,477 
458 


153 


112 


N.A. 
2,165 
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HIS is an imaginary story about 
two companies, both of which 
had recently lost their presidents 

by death. 


Both companies were doing a vol- 
ume of about $10,000,000 a year. Both 
were making an annual profit, before 
taxes, of about $400,000 (4 per cent 
on sales). 


Both wanted to increase earnings. 
Both wanted to pick a new president 
whose policies would assure such in- 
crease. 


What happened? 


At the Board Meeting of Company 
A the Chairman, who prided himself 
on being “abreast of today and alert 
for tomorrow,” set the pitch of the 
discussion. 

“Gentlemen,” he said “‘it is perfect- 
ly obvious that the answer to our prob- 
lem. is increased volume. That’s what 
it takes, and that’s all it takes. What 
we need is sales, and more sales, and 
still more sales. What we want for our 
president is a super-salesman.”’ 


There was general agreement. There 
was talk to the effect that now-a-days 
a company had to boost its volume 
just to stay even with the game. 


A broker on the Board mentioned 
how important it was to be a “growth” 
company. ; 

One Board member told about a 
man he knew who had tripled his 
company’s sales in three years, and 
had been written up in all the maga- 
zines. 

So it was decided to hire Mr. Jones 
as president. As a Sales manager, Jones 
had been a humdinger. Furthermore, 
he had looked over Company A’s prod- 
ucts and prospects and declared that 
within a year he could boost its volume 
from $10,000,000 to $16,000,000. 


At a volume of $10,000,000 Com- 
pany A had a break-even point of 
$8,000,000. Assuming that this would 
continue to hold good, sales of $16,- 
000,000 would yield a profit, before 
taxes of $1,600,000 (10 per cent on 
sales) by contrast to $400,000 (4 per 
cent on sales) at present volume. 


Everything looked rosy. 


Jones, the new president of Com- 
pany A, was a super-salesman. He did 
boost sales from $10,000,000 to $16,- 
000,000. 
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The Story of Two Presidents 


By R. C. TRUNDLE 


President, Trundle Consultants, Inc. 


But almost immediately the com- 
pany had to borrow money. Invento- 
ries alone were headed for a $900,000 
increase. Receivables skyrocketed. 
Working capital was exhausted, and 
the company got a short-term loan 
from the bank. 


Meanwhile, what about the “‘indi- 
cated” $1,600,000 profit? (Which in- 
cidentally, if realized, would not yield 
enough dollars after taxes to even 
cover the increase in inventories.) 

Profits did not materialize at 10 
per cent. 

Increased volume required a three- 
shift operation; and labor costs went 
up. 

A substantial portion of the in- 
creased business turned out to be mar- 
ginal high-cost sales. 


There was also interest to be paid 
on borrowed money. Other fixed ex- 
penses increased. 


The result was that the break-even 
point rose, and the profit margin de- 
creased. 

The actual profit for the year was 
not $1,600,000, but $800,000—of 





which, after taxes, only $384,000 
could be retained. 


This was just a drop in the bucket 
by comparison to the company’s ur- 
gent financial requirements. It had no 
money for dividends. In fact it had no 
money, period. Jones rushed to the 
bank and said, ‘‘We’ve got to have 
another good sized loan immediately.” 


“Another loan!” said the banker. 
“You can’t even pay off the first one. 
Do you expect. any bank to lend 
money on the kind of a balance sheet 
you’ve got now? Do you think any 
investment house would undertake a 
financing program after looking at 
your statement? Jones, you don’t seem 
to realize it, but you are so money 
poor you can’t even operate. You can 
work out of this jam, but you are 
going to embarrass yourself and badly 
hurt your business to do so.” 


Now let’s shift to Company B. At 
its Board Meeting things didn’t go so 
smoothly. For there was a man on that 
Board who had some “old fashioned’”’ 
ideas, and he kept sounding off on 
them until he won his case. 


“What kind of a man do we want 
for a president?’ he asked. ‘‘Sales- 
man, operating man, financial man, 


(Continued on page 48) 


“T'll see that lien, and raise you two mortgages.” 
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The measure of your success with the new 
Post-To-Check System depends greatly 
upon fast, trouble-free microfilming. 


And you can make no wiser choice today than 
the new Recordak Reliant. 


This sensational low-cost microfilmer intro- 
duces many conveniences to smooth your work 
flow and cut your operating expense. For ex- 
ample— 


1. A new high-precision automatic feeder all but 
ends possibility of missed pictures . . . lets even 
inexperienced clerks feed checks and statements 
by the handful. Documents which are fed crook- 
edly are automatically straightened out, and 
photographed without creasing or tearing. 


with Recordak 





How you can save $1 per account each year with 
Post-To-Check and a Recordak Reliant 





2. Front, eye-level stacking of photographed doc- 
uments ends reaching and stooping. All controls 
are at operator’s fingertips. 


3. Speed . . . more than you'll ever need! Four 
hundred checks, for example, can be fed in one 
minute. 


4. Automatic cancelling in the microfilming run 
eliminates a separate operation. 


The Reliant also gives you the lowest per- 
picture cost—lets you photograph at 40-to-1 
reduction—get pictures of 62 checks and 10 
statements for just 1¢. Many additional features 
—each reflecting the know-how acquired by 
Recordak and Kodak in 29 years of microfilm- 
ing research and development. 


Reliant 





@ One posting clerk can easily 
handle 3000-3500 accounts,each 
averaging about 10 items per 
month. 

@ Fewer and less expensive book- 
keeping machines are required. 







@ Far less floor space is needed. 
A room 25 x 40 ft. is adequate 
for 16,000 accounts. 

@ Separate signature-checking 
and check-filing operations are 
eliminated. Both are done at 
time of posting. 











@ Peak billing periods and costly 
overtime are eliminated. 















New, free 
booklet gives 
you complete 
facts on Post- 
To-Check System 
and the low-cost 
Recordak 
Reliant. 
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Name 


, City 


@ Posting errors are reduced as 
much as 80%. 


@ Customer inquiries are re- 
duced about 50% by mailing 


statements monthly instead of 


quarterly.Good will isincreased. 
e@ Audit control is sounder. 
And you get a complete audit 
every month. Trial balances are 
eliminated. 

@ Funds cannot be transferred 
from one cycle to another, 
which discourages internal em- 
bezzlement. 


@ Stationery costs are cut sub- 


RECORDAK CORPORATION (Subsidiary of Eastman Kodak Company) 
415 Madison Avenue, New York 17, N. Y. 
Gentlemen: Please send your free illustrated folder describing Recordak Post-To-Check System 
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stantially. Even mailing charges 
are reduced, impossible as it 
sounds. 








@ Film records save up to 99% 
of space formerly re- 

quired for carbon ledg- 
ers and deposit slips. & 






@ Reference is faster—the 
complete monthly record ofeach 
account is filed in one location 
on the film... can’t be altered 
without detection. 

e@ Fraudulent claims are dis- 


proved by your photographi- 
cally accurate film records. 
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REPORT ON AGRICULTURE 


EW people think that the farm 
income problem has been solved; 
but there is a generally prevail- 

ing feeling that the bottom has been 
reached. The parity ratio has not only 
stopped going down, but has re- 
bounded a point or two. Hog men are 
more optimistic. And the soil bank 
program is putting money in the pock- 
ets of grain farmers. 

Our agricultural income problem 
really breaks down into two parts: that 
of the so-called commercial farmer and 
that of the “low-income” farmer. Be- 
cause the causes of the two are utterly 
different, vastly different solutions 
will have to be found for them. 

The commercial farmer’s income 
problem stems from the inability of a 
peacetime economy to absorb a pro- 
duction geared to wartime needs. A 
lessened demand has, in fact, been ac- 
companied by increased production. 
Wheat and cotton were the two crops 
principally affected by the shift to 
peacetime demands. Between 1953 and 
1955, nearly 30 million acres were 
shifted out of those crops, and most 
of it has gone into feed grains and soy- 
beans. The net result has been to boost 
feed grain output by nearly 11 per 
cent. 


Diverted Acres Cause Trouble 


The livestock economy of the nation 
probably could have made the shift 
from war to peace with the help of our 
industrial boom, had it not been for 
this sudden thrust of excess feed grown 
on the acres diverted from wheat and 
cotton. But the vastly increased meat 
production induced by this greater 
feed grain output proved to be just too 
much, as many a farmer who sold 10- 
cent hogs last winter will attest. 


The long-range outlook suggests 
that further shifts may be needed to 
bring production into balance with 
changing market demands. There is no 
sure way to determine the extent to 
which production is out of line with 
demand, but T. W. Schultz, economist 
at the University of Chicago estimates 
it at five per cent. Stated differently 
a production cut of five per cent ex- 
tending over the next five years, would 
enable the demands of our growing 
population to catch up with our agri- 
cultural output. 


“ 


By FRANCIS A. KUTISH, 


Extension Economist, lowa State College 


Whether the soil bank will achieve 
very much in the desired direction is 
still far from settled. Certain features 
of the program will reduce production 
while others will tend to increase it by 
actually increasing the productivity of 
many participating farms. However 
that may be, the commercial farmer’s 
income problem will in due course be 
solved. That will require only that we 
maintain a healthy national economy 
and that we bring output a little more 
into line with demand. And here the 
job is to figure out how to absorb the 
shrinkage in wheat and cotton acreage 
without causing the shift to spill over 
into increased feed grain production. 


Having achieved all of this, how- 
ever, it appears that we will still have 
with us the problems arising out of the 
chronically low incomes that char- 
acterize much of the nation’s agricul- 
ture. In 1949, 1,336,000 farm opera- 
tor families out of a total of 5,378,000 
in all income classes, reported a net 
annual income of less than $1,000. Of 
these, 640,000 reported incomes of less 
than $500. The fact that concentra- 
tions of these low-income farmers are 
located in widely scattered areas 
throughout the country makes this a 
nationwide social problem of the first 
order. It is beyond the power of the 


soil bank, price supports, or anything 
else in the nature of a program that 
concerns itself solely with production 
and prices to do anything about it. 


Hog growers are feeling better these 
days. The June pig survey conducted 
by the United States Department of 
Agriculture showed the 1956 spring 
pig crop down eight per cent from that 
of a year ago. Notwithstanding this re- 
duction, there are still a lot of hogs, 
and the hog business during the com- 
ing fall and winter will be anything 
but a gold mine. On the other hand, it 
is highly unlikely that there’ll be a 
repetition of the 10-cent hogs of last 
November and December, and condi- 
tions and attitudes in the corn belt 
promise to be correspondingly im- 
proved. 


Hog Prices to Improve 


A major share of the reduction in 
the pig crop came in the late farrow- 
ings. Those of December and January 
were actually larger than those of a 
year earlier, and this means that the 
level of hog slaughter will continue to 
exceed that of 1955 until mid-summer 
or early fall. Prices are not likely to 
rise above those of last year until Octo- 
ber or November. 

With the late fall and early winter 
slaughter probably running some 10 
per cent under that of the same period 
a year ago, hog prices should be $2 to 


LAND VALUES AND FARM PRICES 


—— received 
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(1910-14=100) | hy, * Lag o. 


1945 


oomnene” 


1950 1955 


@ AVERAGE OF FOUR PREVIOUS MONTHLY INDEXES 
© DATA FOR 1940 & ‘41 AS OF MARCH 1; 1942 TO DATE AS OF MAR. 2, JULY 3 AND NOV. 


U. S. DEPARTMENT OF AGRICULTURE 


NEG. 56(2)-748 AGRICULTURAL RESEARCR SERVICE 


BANKERS MONTHLY 











$4 higher at the low spot than they 
were last fall. The June 1 intentions of 
farmers indicated that they were plan- 
ning to cut their 1956 fall pig crop to 
a point around seven per cent below 
the 1955 figure, and that should spell 
some winter recovery in the price level. 


Land prices seem to be leveling off. 
Many people wonder why land prices 
haven’t gone down as a result of the 
sharp drop in farm income of the last 
few years. Part of the reason lies in the 
fact that land prices didn’t move up as 
rapidly as farm income during the war 
and early post-war periods. Since the 
war-time increases in income were 
never fully capitalized, it wasn’t neces- 
sary to squeeze a lot of water out of 
land values when farm incomes fell 
off (see"graph). 


A Drive for Larger Farms 


Also partially responsible for sus- 
tained land values is the scramble for 
land by farmers who want to enlarge 
their existing farms into units that 
can be operated with greater effi- 
ciency. Since the supply is limited, 
farmers who want to expand their 
holdings of land have to look for it 
and compete with each other for its 
possession. In some areas, particu- 
larly in the more industrialized sec- 
tions of the country, a keen demand 
for rural residences and tracts adapt- 
able to part-time farming has given 
substantial support to the market. 


Present indications are that land 
prices won’t change a great deal one 
way or the other during the next few 
years. Since the soil bank will add to 
the income of land owners as well as 
that of their tenants, it will tend, at 
least for the time being, to hold values 
up. And the drive to enlarge farms will 
continue. 


On the other hand, it now takes 
about 50 per cent more in corn belt 
farm products to pay for a farm than 
it did back in 1950, and very much the 
same relationships hold for other sec- 
tions of the country; so it would ap- 
pear that farms are plenty high for the 
man who figures on paying for them 
out of the income they will produce. 


Farm exports have been very good 
this past year. In fact, if cotton is ex- 
cluded, it will probably be found when 
the score is in that our agricultural ex- 
ports during the 12 months ending 
June 30, 1956 were the largest on 
record. 


The two forces most largely respon- 
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sible for our increased exports were a 
strong foreign demand and Public Law 
480. The former was the result of a 
combination of the high level of eco- 
nomic activity prevailing in European 
countries, and the severe damage to 
their grain and olive crops caused by 
last winter’s very cold temperatures. 
Public Law 480 permitted foreign 
countries to pay for imports of certain 
farm products in their own currencies. 

A July 1 estimate just in from the 
Crop Reporting Board places this 
year’s total crop production at 3. per 






































HARD YOU USE IT! 


































































ACE CLIPPER 


HERE'S STAPLING EQUIPMENT 
THAT WORKS AND WORKS NO 


MATTER HOW LONG OR HOW 





ACE Staplers- work hard, day after day, for 
many years. Machines we made over 25 years 
ago are still in active daily use. What a trib- 
ute that is to the extreme precision and dura- 
bility of these remarkable ACE Fasteners. 
Five attractive models offer a better Stapler 
at the price you wish to pay. The ACE Staple 
Remover and ACE Stronger Staples are fitting 
companions to the ACE Machines you 
buy. Ask your nearest dealer to show 
you the complete ACE line, today! 


SOLD THROUGH DEALERS EXCLUSIVELY 


cent less than that of 1955. The de- 
cline was caused by the combined ef- 
fect of acreage reductions and bad 
weather. 


Recent reports indicate a 1956 
wheat crop of about 923 million 
bushels, which will be slightly less 
than was produced in 1955, and about 
what it will take to meet expected 
domestic and export needs. This will 
leave the expected carryover virtually 
unchanged at approximately 1 billion 
bushels, practically all of which is 
owned or controlled by the CCC. 








ACE 
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News from Canada 


‘Monetary Policy Explained 


Said J. E. Coyne, Governor of the 
Bank of Canada at the annual meet- 
ing of the Investment Dealers’ Asso- 
ciation of Canada, “It is sometimes 
said, inaccurately and with misplaced 
dramatic emphasis, that monetary 
policy is now restrictive, where a year 
or more ago it was expansive, and that 
credit has been or is being restricted. 


“These phrases imply that there is 
less money available, less credit avail- 
able, today than at any time in the 
recent past. This idea is sometimes 
coupled with the statement, also in- 
accurate, that the raising of the Ca- 
nadian bank rate by the central bank 
was intended to bring about monetary 
restriction, and did so. The facts are 
that the total money supply (curren- 
cy and bank deposits) has not been 
reduced, but has continued to grow, 
and that credit has not been restricted 
but has continued to expand. 


**. . . On the supply side there has 
been no overall reduction but rather a 
continued growth. But demand has 
grown even more, and the projects for 
which funds are required have given 
every indication of being more, in 
total, than the physical potential of 
the economy .. . 


“Limiting the rate of financial ex- 
pansion under such circumstances 
does not limit or attempt to limit the 
total «mount of physical expansion, 
whatever amount may be physically 
possible, but simply seeks to insure 
that financial expansion does not ex- 
ceed or encourage futile efforts to ex- 
ceed what is possible in the physical 
sense. Too much money chasing the 
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available production of goods and 
services will not help to achieve the 
maximum sustainable rate of physical 
growth of the economy .. . 


“A change in the bank rate in either 
direction may be followed by further 
market change in the same direction, 
though not invariably so. Upward 
movements are more likely to syn- 
chronize closely with market changes 
than downward ones, and an upward 
change retains some symbolic signifi- 
cance, arising out of the circumstances 
which give rise to it, for it indicates 
that the central bank feels that the in- 
crease in the demand for money at 
current levels of interest rates is ex- 
cessive.” 


Restraint or Shakeout 


F. W. Nicks, general manager of the 
Bank of Nova Scotia recently spoke 
to the Canadian Bankers Association, 
of which he is president, in somewhat 
the same vein. Said he, “It is better 
to put up with a certain amount of re- 
straint now, and to work out our 
financial problems in a spirit of co- 
operation and concern for the general 
interest, than to accept the alterna- 
tives.” 


The alternatives, he declared, 
“might be either another bout of in- 
flation, with attendant danger of a 
serious subsequent shakeout, or a re- 
turn to the apparatus of direct con- 
trol over business and individual ac- 
tivities which most of us are happy to 
have put behind us.’”’ He went on to 
say that credit restrictions applied in 
the form of higher interest rates and 
arrangements with government to 
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curtail bank lending are “all to the 
good” if they have helped moderate 
too rapid expansion of credit. 

Canada, like other leading nations, 
Mr. Nicks observed, is living in an 
age of national economic management 
designed to see that booms do not get 
out of hand and lay the groundwork 
for depressions. The present policy of 
credit restraint, he added, was in- 
tended to do just that. 


Big Capital Flotations 


Whatever the developments in the 
field of monetary and credit policy, it 
is quite apparent that Canada’s capi- 
tal markets will be kept busy for the 
rest of the year. It is now estimated, 
according to a report recently issued 
by C. D. Howe, Minister of Trade and 
Industry, that the capital expansion 
program of industry, commerce, in- 
stitutions and governments will ac- 
tually reach the phenomenal total of 
$8 billions during the present year, 
which compares with a first-of-the- 
year maximum estimate of $7.5 bil- 
lions. 


Notwithstanding the so-called re- 
strictions, a considerable portion of 
these expenditures will be financed by 
banks. Corporation financing by 
means of both equity and debt secu- 
rities will continue at a very high level 
the rest of the year. The “Business 
Review” of the Bank of Montreal for 
July places the total of capital outlays 
for this purpose in 1956 at $5,147 mil- 
lion, up 41 per cent from the com- 
parable figure for 1955. 

Departments of the government and 
the Bank of Canada warned of the in- 
flationary implications of the esti- 
mates contained in the January re- 
port, and there is some fear that the 
revised estimates hold an even greater 
threat of inflationary developments. 


Bankers & Brokers 


@ T. H. Atkinson, M. C., of Montreal, 
former vice-president and_ general 
manager of the Royal Bank of Canada 
and a past president of the Canadian 
Bankers Association, has been elected 
a member of the Board of Directors of 
Trans-Canada Pipe Lines, Ltd. He will 
also serve that company as chairman 
of its finance committee, and remains 
a member of the bank’s board of di- 
rectors. 


Mr. Atkinson is also a director of 
Liquid Carbonic Canadian Corpora- 
tion, Ltd., and the Montreal Trust 


BANKERS MONTHLY 





ah aie Shee as ey, | a . ae. ie di 






, @p ay. oS Gee 






JAMES MUIR 
New directorship 


Company. He is a member of the lat- 
ter’s executive committee. 


@ James Muir, chairman and presi- 
dent of the Royal Bank of Canada, 
was recently elected to the board of 
directors of the Metropolitan Life In- 
surance Company. Mr. Muir is also a 
director of the Canadian Pacific Rail- 
way, Algoma Steel Corp., Ltd., Stand- 
ard Brands, Inc., and the Edinburgh 
“Scotsman.” 


Savings Rate Hiked 

For the first time since the rate 
paid by Canadian chartered banks on 
savings accounts was increased from 
14 to 2 per cent on December 1, 1953, 
the rate has again been raised, this 
time to 214 per cent. Among those 
known to have been behind the move 
for higher rates is James Muir, presi- 
dent of the Royal Bank of Canada. 
The increase was announced pursuant 
to action taken by the Canadian 
Bankers Association at its annual 
meeting in June. 


Awards Shares 

A syndicate headed by Nesbitt, 
Thompson & Co., Gairdner & Co., and 
Royal Securities Corp., has been 
awarded 16,429 shares of the capital 
stock of Royal Bank of Canada. This 
amount represents the unsubscribed 
shares resulting from the recent offer 
of rights to stockholders to purchase 
the bank’s stock. A total of 840,000 
shares were involved in the offering 
on the basis of one additional share 
at $36 for each five held. The unsub- 
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scribed stock was bought in compe- | 
tition with two other syndicates and | 
is being offered at the current market | 


price of approximately $64.00. 


Exchange Deficit Grows 


Addressing a session of the ninth | 


International Banking Summer 
School, recently held at Rutgers Uni- 


versity, W. E. Scott, research chief of | 
the Bank of Canada, made these ob- | 
servations regarding Canada’s large | 
and persistent deficit in its balance of | 


payments: 
@ The growth of the deficit has not 


been due to any fall in exports. On the | 


contrary, total exports of goods and 
services in 1955 were 25 per cent 
above the 1949 level in physical vol- 


ume and over 40 per cent up in terms | 


of actual dollar value. 


® Total imports of goods and services | 
have shown an even more massive in- | 
crease, rising by almost one-half in | 


physical value and by almost two- 
thirds in dollar value. The result, in 


the period 1945 thru 1955, has been a | 


current account balance of payments 
deficit aggregating more than $2 bil- 
lion, or roughly seven per cent of total 
current receipts. 

This heavy drain upon the nation’s 
external financial resources has had 





the effect of easing the upward strain | 


on prices which might otherwise have 
been caused by the rapid domestic ex- 
pansion, resulting in a stability of 
prices since 1951. Canada, moreover, 
has met a current deficit of this size 
without significant strain on her ex- 
ternal financial position, by reason of 
massive inflows of private foreign 
capital. Between 1949 and 1955, this 
inflow amounted to about $2 billion in 
the form of direct investment alone, 
and the gross inflow in all forms has 
been sufficient to enable Canada to 
build up its official gold and dollar 
holdings to $800 million and keep the 
Canadian exchange rate buoyant. 


@ As in previous periods, the main- 
spring of the current rapid expansion 
has been growing world demand for 
the nation’s primary products, except- 
ing only those of the farm. This, in 


turn, has spurred an exceptionally high | 
rate of discovery and development of | 
important new resources such as petro- | 
leum, iron ore, uranium, and non- | 


ferrous metals, exports of which have | 


concealed the decline in agricultural 
exports. 


@ At the end of 1955, gross foreign | 
capital investment in Canada | 


amounted to'$14.5 billion, while gross | 








WE WANT MONEY! 


and We’re 
Willing To Pay For It! 


OLD STYLE 
U. S. Large Size Paper Money 


& 
ROLLS OF BRAND NEW COINS 
lc, 5c, 10c, 25c, 50c Prior to 1956 
& 
GOLD COINS 


$1.00, $2.00, $3.00, $4.00, $5.00, 
$10.00, $20.00, $50.00 


Collections of U.S., Foreign and Ancient 
money from estates or private collectors 
purchased for cash. 


Check Your Files—Look Through Your 
Vaults—and Contact Us. 


123 West 57 St., N. Y. 19, N. Y. 
Tel.: JU 2-2580 








BULLETIN AND DIRECTORY 
BOARDS 





NAME PLATES 
for Doors, 
Walls & 
Desks— 









Cork Boards for 
posting notices— 


Boards with 
Changeable 
type—each 
letter 
separate— 


Also Boards with Changeable Strip type— 
name embossed on one piece strip— 
Frames in Wood, Bronze, Aluminum, Stain- 
less Steel, or Chrome. Suitable for indoor 
or outdoor purposes. 


Write for Banking Catalog. 
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UNITED STATES DOLLAR IN CANADIAN FUNDS 
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1953 1954 
NOTE: The word “Noon” as used above is 
the Canadian equivalent of “close.” 


Canadian investment abroad is about 
$7 billion. 


“Foreign capital and know-how,” 
said Mr. Scott, “have made it possible 
for us to achieve a more rapid rate of 
development than we would possibly 
have managed on the basis of our own 
resources. We have had to pay a price 
for these advantages, including the 
disadvantage of somewhat greater 
vulnerability to external influences 
than in a more self-contained econo- 
my. Assuming that world economy will 
continue to grow and prosper without 
prolonged and serious interruptions, 
it would appear that Canada need 
have little fear of her dependence on 
external trade.” 


Canadian Issues Go to U. S. 


Typical of one class of transaction 
that has been contributing to the 
“massive inflows of private foreign 
capital,” referred to by Mr. Scott in 
the foregoing, is the $11.5 million de- 
benture issue of the Montreal Trans- 
portation Commission that was re- 
cently sold to a New York investment 
syndicate. The net interest cost was 
4.64 per cent, as against the 5.16 per 
cent the Commission would have had 
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to pay in Canada, which makes the 
saving some $60,000 a year. 

Other Canadian government bor- 
rowings in the U. S. include hydro- 
electric issues of $50 million each by 
Quebec and Ontario, and issues of 
Nova Scotia, New Brunswick, Sas- 
katchewan and the city of Winnipeg 
for sundry purposes, which make the 
overall total for this group $145 mil- 
lion. Still other public loans now in 
registration with the Securities and 
Exchange Commission include $20 
million for B. C. Power Commission, 
$10 million for Pacific Great Eastern 
Railway, and $10 million of B. C. 
Toll Highways. _ 


The Story of Two... 


(Continued from page 41) 


inventive genius, or what? I insist we 
need a man who can keep engineering, 
manufacturing, sales, industrial rela- 
tions, and financing in proper relation 
to each other. And that means some- 
one who can read and interpret a bal- 
ance sheet and operating statement.” 

There was some grumbling about 
being “too conservative” and “not 
giving due recognition to expansion 
possibilities.” But the “old fashioned”’ 


director was not impressed. 


“T still think,’’ he said, “‘that what 
counts is not how much you sell, but 
how much money you make.” 


So they hired Mr. Smith. Smith had 
run a small company of his own for 
several years and run it very well. He 
had sold out, and was available. He 
made no claims as to what he could 
do. 

Mr. Smith, the new president of 
Company B, did have an eye for the 
balance sheet and operating state- 
ment. 

He went to work along the lines of 
developing what he considered a satis- 
factory profit-volume relationship and 
the controls to assure the planned 
profits. 

He set to work reducing costs all 
along the line. 


In particular he found that some 
$2,000,000 of the company’s $10,- 
000,000 of sales represented high-cost 
unprofitable business. He eliminated 
these items and inaugurated a policy 
of selective selling. 


Company B wound up the year 
with sales of $8,000,000 (instead of 
$10,000,000) on which the company 
made a profit of $800,000 (10 per cent 
on sales). 

Having established that profit ratio, 
Mr. Smith went to the bank and asked 
for a loan for purposes of expansion 
and rehabilitation of facilities. 

The bank looked at his balance 
sheet and granted the loan. 

Which president got fired? You 
know the answer. . 

Is volume alone a measure of suc- 
cess? What is the object of doing busi- 
ness—to sell a lot of merchandise, or 
to make a good profit on sales and on 
the money invested? 

And after all, size is relative. John 
Kendrick Bangs said it this way: 

I met a little elf-man once, 

Down where the lilies blow. 

I asked him why he was so small, 

And why he didn’t grow. 

He slightly frowned, and with his eye 

He pierced me through and through; 
“T’m just as big for me,” said he, 

“‘As you are big for you.” 


P.S. Although Jones was fired, he 
didn’t have any trouble getting another 
job. He just told prospective employers 
that at the last place he was president, 
he increased sales by 60 per cent in one 
year. 
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UNION TRUST PRESIDENT SPELLS OUT WHY 


“WE USE BURROUGHS MACHINES THROUGHOUT” 


J. E. Bryan, president of Union Trust 
Company, St. Petersburg, Florida, 
chalks up new all-around efficiency 
to 88 Burroughs machines. 


Union Trust Company of St. 
Petersburg is by no means a new 
home for Burroughs machines. Years 
ago, Burroughs Bookkeeping 
Machines made life-long friends 
with this bank, one of the largest 
of all Florida state banks. In fact, 
they practically grew up together. 

Today, 20 Burroughs Sensimatic 
Accounting Machines dot the Book- 
keeping Department. Two more 
Sensimatics master the paper work 
in the Savings Department. And 
you'll find still another Sensimatic 
in Collection, taking charge of 
monthly payment reports on over 
$8,000,000 in mortgages. 


Installment loan problem 


Why is Union Trust so sold on 
Burroughs machines? Easy. Take 
the recent problem in Installment 
Loan, for instance. But wait. Let’s 
get it straight from President Bryan 
—it’s his story. 

“For some time we had con- 
templated converting from payment 
books to coupon books in our 
Installment Loan Department. 
Naturally, we took the problem to 
Burroughs for a recommendation. 
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“In 30 days we converted all 
accounts to coupon books with the 
help of just two Sensimatics. Now 
our installment loan bookkeeping 
is done on our time instead of the 
customers’, and yet the girls get 


Here in Union Trust's spacious a 
Department, you see two of the bank’s 2 
Burroughs Sensimatic Accounting Machines. 


home earlier than pre-Sensimatic 
bookkeeping days.” 


And how about those tellers’ 
machines, Mr. Bryan? 


“About five years ago, we in- 
stalled a few Burroughs Tellers’ Ma- 
chines. They were enthusiastically 
accepted by tellers and customers 
alike. So now we have Burroughs 
Tellers’ Machines at 13 windows, 
including Mail- and Curb-Teller 
windows.” 


Anything else? 


“Yes, I forgot to mention that our 
Trust Department does all ledger 
posting on two Burroughs Type- 
writer Accounting Machines. And, 
our microfilming equipment is from 
Burroughs, too.” 

These are the facts, the figures. 
Yes, the reasons why you, too, will 
find that Burroughs bank machines 
answer every figuring need. For a 
complete demonstration, simply call 
our nearby branch office. Or write to 
Burroughs Corporation, Detroit 32, 
Michigan. 


“Burroughs” and “Sensimatic” ore trademarks, 
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A. B. A. Recommends “Magnetic Ink Character Recognition” 


The Bank Management Commis- 
sion of the American Bankers Associ- 
ation has formally approved the report 
of its Technical Subcommittee 
on Mechanization of Check Handling, 
recommending “magnetic ink charac- 
ter recognition”’ as the ‘‘common lan- 
guage’”’ of all machines devised for the 
automatic processing of the billions of 
checks moving through the nation’s 
banking system. The effect of this 
action is to request that all such ma- 
chines be so constructed as to enable 
them to read and process checks coded 
with figures printed in magnetic ink. 
Banks installing the automatic equip- 
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ment of one manufacturer will thus be 
enabled to process checks coming from 
banks using equipment made by other 
firms. 

The ABA recommendation is that 
all business machine firms and banks 
adopt a standard coding method con- 
sisting of figures printed on the check 
in magneticink. This will not restrict 
the competitive manufacturers in the 
development of a wide variety of pro- 
cessing machines. The only aspect in 
which the machines need by the same 
would be in their ability to read the 
“common machine language.” 

The customer will observe little dif- 
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35. FLAGS—Administrative—Service 

36. FLOOR MATS—Lobby—Teller 
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Personal—Savings 
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ference in the manner in which his 
account is handled. All accounts will 
be numbered, and the checks will be 
very much the same as those now in 
use, except for the addition of a row 
or two of small figures printed in 
“magnetic ink.” The new machines 
will be able to read these figures as ac- 
curately as the human eye, and much 
faster. Having “read’’ the information 
on the checks, they will prove, sort and 
post them, and will doubtless be able 
as time goes on to perform a wide 
range of other operations. 

As each digit passes under the 
machine’s reading head, the latter will 
sense the figure printed by checking 
at a number of points in the area which 
the figure occupies for the presence or 
absence of magnetized ink. Test ma- 
chines already built can read thou- 
sands of coded checks a minute. Bus- 
iness houses which draw or handle 
large numbers of checks are expected 
to make use of the same technique in 
their accounting operations. 


This recommendation is regarded as 
the most important result thus far of 
the work of the subcommittee which 
was set up several years ago to study 
ways and means of mechanizing the 
handling of checks in our banks. Man- 
ufacturers of business machines were 
provided early in 1955 with a detailed 
description of the check handling re- 
quirements of banks and the limita- 
tions with which they would have to 
contend in meeting the needs indicat- 
ed. In the intervening months, the 
subcommittee has been visiting man- 
ufacturers of automatic check-hand- 
ling equipment and has conferred at 
length with check manufacturers with 
a view to selecting the most generally 
acceptable and feasible ‘“‘ccommon ma- 
chine language.”’ Its report gives a 
detailed description of the various sys- 
tems studied and the reasons for 
adopting magnetic ink character rec- 
ognition. 

The report also pointed out that the 
magnetic ink method of coding checks 





ALUMINUM COIN TRAYS 


FOR WRAPPED COIN 
Installed in more than 10,000 
banks since 1922 
WRITE FOR CATALOG 
ARTHUR C. TAUCK & CO. 
402 Thorndon St. South Orange, N. J. 
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Technical Subcommittee on Mechanization of Check Handling 
Bank Management Commission, American Bankers Association 


Seated (I. to r.): A. R. Zipf, AVP, Bank of America N. T. & S. A., San Francisco; John A. Kley, VP, 
The County Trust Co., White Plains, N. Y., Chairman; William W. Cottle, VP and Cashier, Security- 
First National Bank of Los Angeles, Chairman of Bank Management Commission; 


Standing (I. to r.): David H. Hinkel, Asst. Secy., First National Bank of Chicago; L. A. Erickson, 
VP, First National City Bank of New York; Herbert R. Corey, VP, First National Bank of Boston; 
Raymond C. Kolb, AVP, Mellon National Bank & Trust Co., Pittsburgh; Melvin C. Miller, Dep. Mgr. 


ABA, New York, Secy. of Technical Subcommittee. 


does not complete the subcommittee’s 
work. Still to be settled are such de- 
tails as the design of the figures to be 
used in coding, the location of the 
various elements of information on 


checks, and similar matters. Complete 
standardization is absolutely essential 
to the successful use of the “common 
machine language” on a nationwide 
basis. 


Burroughs Opens Mid-America Exhibit Center 


Scene of the first showing of some 
of the world’s most advanced and re- 
cently developed electronic office 
equipment and data processing sys- 


tems for industry, banking and busi- 
ness was the open house recently held 
by Burroughs Corporation in its new 
Mid-America Exhibit Center at 324 


A featured exhibit—The DATATRON 
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THE BEST POSTING 
TRAYS and STANDS 
HAVE ALWAYS COME 
FROM Le Fbure 
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Your bank's nome in tasteful and enduring bronze 
or aluminum Is a prestige-building ambassador, Names 
of your personnel on desk plates of impressive metal 


add dignity, too. 

INDIVIDUAL LETTERS 
IN ALL SIZES, METAL OR PLASTIC, 
provide ideal permanent signs for 
both inside and outside your build- 
ing. For finest metal signs, desk 
plates in metal and plastic, and 
display cases at most economical 
prices, write for our newest com- 
plete catalog today! 


DESK 
NAMEPLATES 


2” x 10” one line of copy, $7.50 
2,” x 10” two lines of copy, $9.00 
on bronze easel — other styles available 


“Bronze Tablet Headquarters” 
UNITED STATES BRONZE SIGN CO., INC. 


570 B’way Dept. BM New York 12, N.Y. 
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DO YOU WANT TO SWAP ? 


In previous copy we have emphasized 
the added cost of supplying checks 
bearing printed account numbers to 
all checking account customers. We 
have done so in order to influence 
our bank customers to weigh the 
added cost against the savings in 
check processing. At times we have 
stressed the distinction between 
actual savings as compared to merely 

' switching labor cost to material cost. 
In other words. . . is anything gained 
by swapping dollars? 


It occurs to us that it could be 
profitable to swap dollars. For 
example, when we first installed 
automatic teletypecasting, we 
thought we might be swapping 
dollars because it meant using one 
operator to cut the paper tape and a 
second operator to attend the 
Intertype, instead of one operator 
to operate the Intertype manually. 
While we knew we could cast twice 
as many lines per hour, nevertheless 
at first glance it looked like an even 
swap as far as labor cost was 
concerned. Actually, it wasn’t a swap 


at all because the savings became 
very real indeed. 

The point is, however, that even if 
it had proved to be an even swap, 
we got twice as much output where we 
na output and that might be the 
case with banks who are experiencing 
bottlenecks in their operating 
divisions. Perhaps you won't save a 
dollar if you supply checks with 
printed names and printed account 
numbers. It will cost you more to 
order them and audit deliveries. It 
will cost you a lot more for the 
checks themselves. But you certainly 
will be able to process faster and 
more accurately, and if that is your 
problem, then you can afford to 
trade labor dollars for material 
dollars. 

Should you decide to join the banks 
who have already made this swap, 
we offer you the facilities of can 
well-equipped plants. We offer you 
the “know how” of an experienced 
organization. We will be pleased to 
provide a professional package at a 
moderate price. 


Manufacturing Plants at: CLIFTON, PAOLI, CLEVELAND, 


INDIANAPOLIS, CHICAGO, KANSAS CITY, ST. PAUL, DALLAS 


South Michigan, Chicago. Highlighted 
in the display were demonstrations of 
large and small electronic computers, 
high speed printers and punched card 
equipment, invisible check coding sys- 
tems and prototypes of future ma- 
chines. Most of the machines shown 
are about to be placed on the market 
or have recently been put into pro- 
duction. 


The center is one of the most com- 
plete installations of its kind in the 
nation. It hasa fully equipped audio- 
visual room, seating 38 persons. Mas- 
sive sliding plate glass walls suspended 
from the ceiling allow any demonstra- 
tion area to be partitioned off for 
demonstrations. 
rooms are also available. 


Among the items of equipment 
shown was DATATRON, a high 
speed, electronic computer that has 
been used to solve complex scientific 
and business problems and also the 
first to write a ballad by automation 
and to correctly predict the outcome 
of four New Year’s Day football clas- 
sics. Another is the Burroughs E101 
desk-size electronic computer, capable 
of solving the intricate problems of 


Private conference 


banking, industry and business, but as 
easy to operate as a desk calculator. 
Burroughs’ Series G high-speed 
printing and punched card equipment, 
printing at the rate of 900 lines per 
minute, was demonstrated as it com- 
puted and printed insurance notices 
and W-2 forms. A Sensimatic-to-Tape 
accounting machine was used to show 
how window posting transactions can 
be automatically punched on tape to 
be ultimately processed on punched 
card equipment, with no extra labor. 
And a “‘Sensitronic”’ machine for gen- 
eral bank posting was demonstrated 


in a simplified method of automatical- 
ly picking up old balances and aligning 
statements in the machine. 


‘How to Type Tabulations 


the Easy Way 


A simplified method for typewriter 
tabulation is described in a new bro- 
chure published by Remington Rand. 


Adapted from the book, Typing 
Simplified, this brochure outlines five 
simple steps for obtaining perfectly 
centered tabulation without compli- 
cated arithmetical calculations. Using 
a Remington typewriter with the ex- 
clusive Perfect Positioning Scale with 
zero center, the process becomes even 
simpler, with two of the five steps 
eliminated. 

Copies of this brochure, R-8812, are 
available by writing to Remington 
Rand, a division of Sperry Rand 
Corporation, 315 Fourth Avenue, New 
York 10. 


Posters and Bulletins 
Combined In One Frame 


A neat and effective aid in bringing 
sales messages to the attention of pros- 
pective customers is this new combi- 
nation poster frame and_ bulletin 
board. 

Introduced by the Arlington Alumi- 
num Company, the polished aluminum 
frame measures 17 by 22 inches and 
offers unobstructed visibility. It is di- 
vided into three panels each or all of 
which can be used for posters or bulle- 
tins. 

One of the many advantages of the 
combination board is that posters can 
be changed without removing the 
frame from the wall. When the bulle- 
tin section is used, push rivets which 
snap into the holes in the pegboard 
make the task of ‘tacking up a mes- 
sage’ the simplest in the world. 

Offering flexibility of use and ease 
of maintenance as well as general top- 
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notch appearance, the board would 
prove an asset wherever and whenever 


displayed. 


Triple, double and single panel units 
are available. 

Arlington Aluminum Company, 
19011 W. Davison, Detroit 23, Mich., 
will gladly send additional data upon 
request. 


Attache Case Helps You Arrive 
‘Fustest with the Mostest?’ 


Several new ideas have been com- 
bined with the most popular features 
of older models by the Olympic Lug- 
gage Corporation in its new attache 
case shown below. 


A detachable portfolio, divided into 
five spacious compartments, fits into 


the top of the new case and may be 
removed by the half-turn of a con- 
cealed fastener. This feature is es- 
pecially attractive to bankers on fly- 
ing trips to distant cities. The case 
may be left in a baggage locker while 
only the portfolio is carried during the 
business day. 

Another feature is the dual purpose 
divider panel. It will serve as a writing 
desk while en route, and it conceals 
clothing and personal items which are 
carried in the lower compartment. 

Finished in virtually scuff-proof 
Tolex, a top quality, heavy-duty vinyl 
plastic; the case will not fade, crack 
or peel. Easily cleaned with a damp 
cloth, it is available in brown or saddle 
russet, with burnished brass hardware. 

Olympic Luggage Corporation, 
Kane, Pa., will be happy to send 
further information upon request. 


Mosler Safe Company Offers 
Fire Risk Detector 


A testing device made available by 
the Mosler Safe Company enables 
businessmen to evaluate within two 
to five minutes the degree of fire pro- 
tection their records are receiving. 


Known as the Risk Detector, the 
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Mail Payments Made Easy 
with ALLISON COUPON 
BOOKS... 














































The coupon ONLY is mailed 
with payment. Cancelled check 
serves as the receipt. 









CUSTOMERS PREFER this plan of mailing the coupon 
| only instead of a passbook. Mail payments are made 
simple and practical and often increased as much as 50% 
when you switch to Allison Coupon Books. 









MAIL PAYMENTS COST LESS TO HANDLE... when 
accompanied by Allison Coupons. You can save $1200.00 
per year per thousand mail paying accounts by elimi- 
nating the cost of mailing back passbooks or receipts. 








Making mail payments more convenient for the borrower 
and less costly for you is only one function of Allison 
Coupon Books. Use the coupon below and you will 
receive the complete story. 










ALLISON COUPON COMPANY, INC. 
INDIANAPOLIS 6, INDIANA 
Please send me samples and your FREE booklet... 

“The Five Functions of the Borrower's Record” 


Mion 


COUPON BOOKS 
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666 W. 4th St., 
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THE COLOR 
IDENTIFIES 
THE CONTENTS 


The Teller immediately identifies the 
denomination of contents by color of 
wrapper...red for pennies, blue for 
nickels, green for dimes, orange for 
quarters, yellow for halves, gray for 
dollars, prevent transposition. Indicia 
designated by figures. With taper- 
ed edges. 


ND FOR FREE SAMPLES 


RAINBOW 


COIN WRAPPERS 


TAPERED EDGES 


OLD STYLE 
COIN WRAPPERS 
& 


greater coin protection. 
from 30% tougher stock 


Made of Kraft stock that is 10% to 30% 
stronger, hence afford greater protection 
from breakage if packages are dropped 


or roughly handled. Indicia, figures and 
letters printed in colors for triple designa- 
tion and greater speed in handling. With 
tapered or gummed edges. 


The €C. L. DOWNEY CO. 


HANNIBAL, MISSOURI 





WRITE 
for our 
new 
folders 
and 


suggestions. 


ALUMINUM 
AND BRONZE 
better quality SIGNS 


Financial institutions ftom coast to coast recognize 
the superior quolity of NEWMAN products, and 
buy economically from us—foremost manufactu- 
rers since 1882. 


NEWMAN BROTHERS, Inc. 


Dept. “B" Cincinnati 3, Ohio 


| device asks 12 basic questions re- 
| quiring a simple “yes”, “no”, or 


| “don’t know” answer. Answering the 
| questions, it gives a visual picture of 
| fire risks. 
It shows that if a safe door will close 
with a pencil in any one of the three 
| jambs, heat from a fire will have no 
| trouble getting at the records. 
The detector may be obtained free 
of charge from the Mosler Safe Com- 
pany, 320 Fifth Avenue, New York 1. 


| Lansdale’s New Type Silencer 


Tenderfoot is the name of a new 
type silencer placed on the market re- 
cently by the Lansdale Products Cor- 
poration. Muffling typing noise at its 


| source, the silencer can be used in 


‘single or double thickness depending 
upon the copies being typed. 

In addition to sparing the nerves 
of workers in the vicinity of the typist, 
the silencer also serves to protect the 
typewriter roller. It can be used in all 
typewriters whether manually or elec- 
trically operated and is particularly 
recommended for portables. 

For additional information, write 


the corporation, Dept. T, Box 568, 
_ Lansdale, Pa. 








PERSONNEL 


GORDON G. MINTER 


Cc. W. HAMMOND 


WILLIAM L. FRITZ W. J. KENNEY 

The Todd Company, Rochester, 
N. Y., has announced the appoint- 
of GORDON G. MINTER as assistant 
general sales manager. Mr. Minter 
was formerly Los Angeles branch 
manager of the Charles R. Hadley 
Co. but will now be headquartered 
in Rochester. 


Increased interest in the Cunneen 
Company’s services as building de- 
signers and consultants for financial 
institutions has resulted in the open- 
ing of a Midwestern office in Chicago. 
The new branch will be under the di- 
rection of CHARLES W. HAMMOND and 
will serve an eight-state area. Cun- 
neen’s headquarters are in Phila- 
delphia. 


Cummins-Chicago Corp., manufac- 
turers of perforating equipment and 
business machines has appointed WIL- 
LIAM L. FRITZ sales manager of the new 
plastic division. 


WILLIAM J. KENNEY has been ap- 
pointed special representative in the 
banking and brokerage department of 
International Business Machines Cor- 
poration. In his new post Mr. Kenney 
will coordinate sales activities and 
planning of applications of IBM equip- 
ment to meet the needs of the com- 
pany’s banking and brokerage cus- 
tomers. 
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Bankers From 39 States 
Attend FPRA School 


The 44 seniors and 54 freshmen who 
attended the ninth session of the 
School of Financial’ Public Relations 
made up the student body comprising 
bankers from 39 states, Puerto Rico, 
Mexico and Switzerland. The school 
is sponsored by the Financial Public 
Relations Association in cooperation 
with Northwestern University, and 
was held July 16-28 on the latter’s 
Chicago campus. 

The school’s two two-week resident 
sessions are devoted to classes in psy- 
chology, sociology, public speaking, 
and other general background sub- 
jects, along with such specialized pub- 
lic relations subjects as advertising, 


publicity, business development and 
salesmanship. The student is also 
required to complete an assignment of 
extension work which consists, for the 
most part, of a project involving some 
phase of his bank’s relations with its 
public on which he is required to sub- 
mit a report. . 


“Progress Thru Service”’ 
Theme of Bank Women 


Speakers at the 34th Convention 
and Annual Meeting of the National 
Association of Bank Women will stress 
the various avenues of service that 
make for progress in banking. The 
meeting will be held September 18-21 
at the Radisson Hotel in Minneapolis. 

Miss Margaret Hickey, contributing 
editor of the Ladies Home Journal, 


Announce U. S. C. of C. Finance Committee 


John S. Coleman, president of the Chamber of Commerce of’ the United 
States, has announced the reappointment of William A. McDonnell, president, 
First National Bank, St. Louis, as chairman of the 1956-57 Finance Department 
Committee of the Chamber. The committee helps shape the Chamber’s legis- 
lative policy in the fields of national and international finance. 


Serving with Mr. McDonnell on the committee are: 


CLARKE BASSETT, Vice Pres. 
First National Bank 


of Minneapolis, Bank of Mobile, 
Minneapolis Mobile 
|. F. BETTS, Pres.,” PAUL S. GILLESPIE, Pres., 


The American National 
Bank of Beaumont, 
Beaumont, Tex. 


GEORGE L. BLISS, Pres., 

Century Federal Savings and 
Loan Association 

New York City 


PAUL C. CLOVIS, Pres., 
20th Century Press, Inc. 
Chicago 


Missoula, Mont. 


Atlanta 


New York City 


HENRY C. COLEMAN, Pres., 
Commercial Bank 

at Daytona Beach, 
Daytona Beach, Fla. 


EDWARD S. DABNEY, Pres., 
Security Trust Company, 
Lexington, Ky. 


SELDEN B. DAUME, Pres., 
Detroit Wabeek Bk. & Tr. Co., 
Detroit 


WILLIAM L. DAY, Chm., 
First Penna. Bk. & Tr. Co., 
Philadelphia 


Chapel Hill 


Tulsa, Okla. 


New York City 


Cedar Falls, Ia. 


Baltimore 


EDWARD K. DUNN 
Robert Garrett and Sons, 
Baltimore 
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E. W. FAULK, Sr. Vice Pres., 
The Merchants National 


Western Montana Nat'l Bk., 


MARSHALL B. HALL, Pres., 
Trust Company of Georgia, 


DR. CLARENCE HEER, 
Kenan Prof. of Economics 
University of North Carolina, 


RUSSELL HUNT, Exec. V. P., 
First National Bank & Trust Co., 


CLINTON C. JOHNSON, V.P., 
Chemical Corn Exchange Bank 
(International Division) 


V. W. JOHNSON, Pres., 
First National Bank, 


JAMES W. McELROY, Exec. V. P. 
First National Bank, 


ARCHIE W. McLEAN, Pres., 
The Planters Nat'l Bk. & Tr. Co., 
Rocky Mount, N. C. 


PHILIP NASON, Pres., 

First National Bank of St. Paul 
St. Paul 

AKSEL NIELSEN, Pres., 

Title Guaranty Company 

Denver 

JAMES PARKER NOLAN, Partner, 
Folger, Nolan-W. B. Hibbs Co., 
Washington, D. C. 


HOLMAN D. PETTIBONE, Chm., 


C. CHEEVER HARDWICK, Partner The Chicago Title & Trust Co., 
Smith, Barney & Company 


Chicago 

WILLIAM J. RILEY, Pres., 

Union Nat'l Bank of Ind. Harbor, 
East Chicago, Ind. 

WILLIAM J. RUSHTON, Pres., 
Protective Life Ins. Co., 
Birmingham 

CORCORAN THOM, JR., V P., 
The Riggs National Bank, 
Washington, D. C. 

NORFLEET TURNER, Pres., 

The First National Bk. of Memphis, 
Memphis, Tenn. 

GEORGE W. WEST, Chm., 
West Lumber Company, 

Atlanta 


JOHN P. WILLIAMS, Exec. V. P. 
Radio Station WING, 

Dayton, Ohio 

BURNHAM YATES, Pres., 


The First National Bank of Lincoln 
Lincoln, Neb. 


CS eon.) Oe) -aee 5) 


Hao ljaool oo jl 
Wo ulhona li oo ji 
PnallLA 


A | 


3 0 fl 
| (7 [pal FT 


will talk on ‘‘The Near Look at the 
Far Vision.’”’ Moderated by Elizabeth 
A. Brady, assistant treasurer, Bankers 
Trust Company, 
New York City; 
Miss _ Elenore 
Poth, First Wis- 
consin National 
Bank, Milwaukee; 
and Mrs. Roberta 
R. Ashford, assis- 
tant cashier and 
assistant trust of- 
ficer, Florida Na- 
tional Bank, Jack- 
sonville, respec- 





Miss Virginia 
A. Rehme 


tively, will be a series of panel discus- 
sions on “Correspondent Bank Ser- 
vice,” ‘‘Consumer Lending,” an d 


“Trust Service.”’ Another series on 
“Country Bank Management” and 
“Employee Relations—Consumer Re- 
lations,’ will be moderated, respec- 
tively, by Mrs. Ruth B. Lundsten, 
executive vice president, The Buffalo 
(Minn.) National Bank and Mrs. 
Juliette D. Mannheim, Chase Man- 
hattan Bank, New York City. 

Others scheduled to speak are W. 
Harold Brenton, president of the Na- 
tional Bank of Des Moines, Ia., and 
past president of the A. B. A.: and 
Harry E. Mertz, assistant vice presi- 
dent of the LaSalle National Bank, 
Chicago, 

President of the association is Miss 
Virginia A. Rehme, vice president of 
the Southern Commercial and Savings 
Bank, St. Louis. Mrs. Mary K. Cun- 
ningham, assistant manager of the 
Lincoln Office of Northwestern Na- 
tional Bank, Minneapolis, is General 
Convention Chairman. 


Named a vice president at the Re- 
public National Bank of Dallas, is ED- 
WARD N. KERR, manager of the indus- 
trial department. At the same time 
JAMES C. WILSON, JR. and WALLACE 
MONTGOMERY were elected assistant 
cashiers. 


ROBERT B. BRADLEY, formerly an 
assistant vice president of the Marine 
Midland Trust Company of Central 
New York (Syracuse) has been elected 
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to the office of vice president. MARSH- 
ALL COLBY has been’advanced from as- 
sistant secretary to assistant vice 
president. 


Mellon National Bank and Trust 
Company, Pittsburgh, has announced 
the advancement of former assistant 
cashiers DALE H. OSBORNE and ELMER 
T. PRITCHARD to the office of assistant 
vice president. STUART F. JOHNSON was 
made an assistant cashier. 


SIEGMUND G. WARBURG and DAVID 
T. MIRALIA have been admitted as 
general partners of Kuhn, Loeb & Co. 
of New York. Mr. Warburg is chair- 
man of S. G. Warburg & Co. Ltd. of 
London. Mr. Miralia joined Kuhn, 
Loeb in May: as manager of the mu- 
nicipal bond department. 


W. EDWARD BELL has joined the in- 
vestment analysis department of 
Croeker-Anglo National Bank, San 
Francisco as an assistant vice presi- 
dent. The newly created title of trust 
investment officer has been given 
FRANCIS E. BARTON who had been as- 
sistant trust officer. 


When You Advertise in 
BANKERS MONTHLY 
You Reach the Top Men 
in the Financial World . . . 


The president of every commercial 
and mutual savings bank in the U.S. 


Lending, investment, correspond- | 
ent, trust and operations officers. | 


Investment bankers and_ brokers | 
representing every member firm of 
the NYSE, plus all major non-mem- 
ber investment banking houses. 


Financial officers of large commer- 
cial and industrial corporations. 


BANKERS MONTHLY 


National Newsmagazine of Finance 


P. O. BOX 7600 CHICAGO 80, ILLINOIS 
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J. W. PARRA 


R. D. HESS 


Two newly elected vice presidents at 
The National Bank of Commerce in New 
Orleans are J. WENSLES PARRA who will 
be in charge of operating practices and 
customer services and ROBERT D. HESS 
who will continue as director of ad- 
vertising and public relations. 






























D. M. DRESSER 





Cc. C. COLEMAN 


The election of DONALD M. DRESSER 


| to the post of executive vice president 


has been announced by the Toledo 
(Ohio) Trust Company. He has been a 
vice president since 1944 and a direct- 
or of the bank since 1953. 


CURTIS C. COLEMAN, former treasu- 
rer of Pillsbury Mills, Inc., recently 
joined the staff of the First National 
Bank of Minneapolis as a vice presi- 


| dent. He will head the bank’s national 
| corporations division. 


GEORGE L. NYE, ERNEST B. SCHWARZ- 
ENBACH and CALEB STONE have be- 
come partners in Smith, Barney & Co. 
of New York. Mr. Nye heads the 


firm’s research department, Mr. 


Schwarzenbach its foreign department. 
Mr. Stone was formerly associated 
with the bond department of the Pru- 
dential Insurance Co. 


Heading a list of promotions recent- 
ly made at Girard Trust Corn Ex- 


| change Bank, Philadelphia, is that of 


VINCENT E. FUREY, formerly a vice 
president and now senior vice presi- 
dent. Others are STEPHEN S. GARDNER, 
HAROLD W. KALB and WILLIAM L. 











SHINNER, assistant vice presidents; 
PAUL B. BRANIN, senior trust officer, 
ALLEN M. TERRELL, senior investment 
officer and HARMAN A. YERKES, trust 
officer. WILLIAM B. EAGLESON, JR., 


RUSSELL A. HUNTER and MORRIS B. 
STEVENSON were moved up to invest- 
ment officers. 









































T. L. RAY 


J. H. MERRITT 


Formerly an assistant vice presi- 
dent at Mercantile Trust Company, St. 
Louis, THOMAS L. RAY has been ad- 
vanced to vice president. 


JAMES H. MERRITT, formerly trust 
officer of the First National Bank of 
Dallas, was recently advanced to vice 
president. 































PAUL BOWLES 


E. A. RICHARDSON 


Two veteran bankers, PAUL BOWLES 
and E. ALDINE RICHARDSON, have been 
elected vice presidents of the First 
National Bank of Atlanta. Formerly 
assistant vice presidents, the two men 
had served the First National and 
predecessor banks for 34 and 32 
years, respectively. 


Houston National Bank recently an- 
nounced the election of GEORGE w. 
MEYER, ARTHUR J. HUNT and MATTHEW 
H. VAN DUSEN as assistant cashiers. 


Four newly elected officers at The 
Northern Trust Company, Chicago, are 
RHYS P. BROWN, to second vice presi- 
dent; and NORMAN F. CLARKE, JANET 
NIGHTINGALE and WENDELL W. SNI- 
DER, JR., assistant cashiers. 
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G. E. WILKIN, JR. 





J. J. SAXON 


Heading the newly created oil di- 
vision in the Trust Department of the 
Republic National Bank of Dallas, is 
GEORGE E. WILKIN, JR. This division 
was set up to permit specialized hand- 
ling of estates and trusts whose assets 
include petroleum interests. 


At The First National Bank of Chi- 
cago, JAMES J. SAXON has been ap- 
pointed an attorney in the bank’s law 
department. Before coming to First 
National he was on the staff of the 
American Bankers Association as as- 
sistant general counsel specializing in 
taxation and legislation. 


HERMAN E. TAYLOR has joined the 
staff of the Mercantile Trust Company, 
St. Louis as assistant trust officer in 
the Pension and Estate Planning Di- 
vision of the Trust Department. He 
was formerly associated with the 
Union Planters National Bank in 
Memphis and before that with Fidel- 
ity-Philadelphia Trust Company, Phil- 
adelphia. 


JOHN J. DEVILLARS has joined the 
Marine Trust Company of Western 
New York, Buffalo, as vice president. 
He has been associated with the 
Chautauqua National Bank of James- 
town which is an affiliate of the Marine 
Midland banks. 


The Birmingham (Ala.) Trust Na- 
tional Bank has appointed ALBERT D. 
SMITH as assistant trust officer and 
promoted ALBERT C. KARRH to the 
position of assistant cashier. 


From assistant vice president at 
Bank of America’s San Francisco head 
office, MILO A. HEFFERLIN has been 
promoted to manage the International 
Banking department at their Los 
Angeles headquarters. 


City National Bank and Trust Com- 
pany of Chicago recently announced 
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Now’s the time to make sure your customers will have 
a full stocking next Christmas. A Christmas Club is 
the one sure way to do it. 























You'll be pleasantly surprised at the number of new : 
customers entering your doors every day . . . making 

regular payments... discovering your other banking 

services— when you install a Christmas Club. 























And, as so many banks have discovered, you'll not only 
attract new accounts with a Christmas Club, but 
you'll bring to life old ones. 











Any number of Christmas Club Systems 
are at your service. Particularly 
recommended is Rand M¢Nally’s. 
Their unique Clubtroller system 

speeds handling, cuts costs, eliminates 
need for ledger cards or sheets. 100th Anniversary 


























For samples and full information, drop a line to: 


RAND MCNALLY & COMPANY, CHRISTMAS CLUB DIV. 
111 EIGHTH AVE., N.Y. 11. BOX 7600, CHICAGO 80 












the promotion of the following officers: 
MICHAEL A. GEORGEN from cashier to 
vice president and cashier, CECIL w. 
BUFE, WALTER S. HULTGREN, WALTER 
0. LANG and FRANK P. LOSEAU from 
assistant cashiers to assistant vice 
presidents. 


The Continental Illinois National 
‘Bank and Trust Company, Chicago, 
has announced the advancement of 
ANDREW J. PAINE, WILLIAM A. NOO- 
NAN, JR., and CHARLES G. WILSON from 
assistant cashier to second vice presi- 
dent. RAYMOND B. GROSCH and RICH- 
ARD F. MERGENER were elected assist- 
ant cashiers. Newly elected assistant 
secretaries are JAMES A. LEECH and 
JOSEPH E. PURTELL. 


W. LANE ABERNATHY has. been 
elected trust officer at the First Ameri- 
can National Bank, Nashville, Tenn. 


Newly named assistant vice presi- 
dents at Industrial National Bank of 
Providence (R. 1.) are EDMUND J. CAR- 
LONE and EDWARD P. GOSLING, JR. 


HARRY L. HAULMAN comes to The 
Michigan Bank, Detroit, as vice presi- 
dent and loaning officer. He has been 
associated with the Michigan Nation- 
al Bank at Saginaw for five years as 
assistant vice president. 


From assistant secretary at Chemi- 
cal Corn Exchange Bank, New York, 
EDWARD J. MAUDE has been advanced 
to assistant vice president. Named to 
the post of assistant secretary are 
RICHARD G. PINTARD and FRANK J. 
RUGGIERO. 


Executive vice president of City 
National Bank & Trust Company, 
Kansas City, Mo., R. CROSBY KEMPER, 
JR., has been elected to the board of 
directors of the bank. 


H. JAMES WHEELER has been named 
manager of the new Orlando, Fia., 


office of Clement A. Evans & Co. Inc. 


of Atlanta. 


E. H. VAN FOSSEN, T. J. MUZZY, LOUIS 
PARKER and BRUCE A. HODGERT have 
been appointed assistant cashiers at 
the Tacoma, Wash., office of The Bank 
of California, N. A. 


According to word received from 
Manufacturers Trust Company, N. Y., 
HERBERT W. HOUSTON has been ap- 
pointed an assistant secretary. 
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R. W. DEY W. W. JEFFERS 


The First National City Bank of New 
York has appointed JUAN A. RIVERA 
resident vice president in charge of the 
bank’s branches in Venezuela. Other 
vice presidential appointments are 
those of THOMAS F. CREAMER, RALPH 
W. DEY and WALTER W. JEFFERS, all of 
whom were formally assistant vice 
presidents. JOHN C. BARBOUR, JR. and 
WILLIAM F. REYNOLDS have been ap- 
pointed assistant cashiers. 


Newly designated assistant vice 
president at The National Bank of To- 
ledo (Ohio) is CHARLES H. ELLIS who 
will continue to supervise the bank’s 
growing business in the pension fund 
division of the Trust Department. 


Three new vice presidents recently 
named by the Citizens & Southern Na- 
tional Bank in Atlanta are HERBERT J. 
DICKSON, J. A. HALL, III who will also 
be a deputy comptroller and ARTHUR 
Cc. RAY who will continue as credit 
auditor. 


Word from the Guaranty Trust 
Company of New York tells of the pro- 
motion of ROBERT S. DENVIR and JOHN 
P. GLORIEUX to the office of second 
vice president. Other promotions in- 
cluded those of JOSEPH A. ALBERT, 
GEORGE I. JEHN, DONALD B. RIEFLER 
and GEORGE W. KOPF to assistant 
treasurers; MATTHEW J. WHALEN to 
assistant secretary; and ALFRED J. 
HART and RUDOLF W. LEUTHAUSER to 
assistant trust officers. 











CHARLES E. A. MCCARTHY, JR., of the 
investment research division of Bank- 
ers Trust Company, New York, has 
been elected an assistant vice presi- 
dent. 
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NABAC Convention to Feature 
Large-, Small Bank Sessions 


Plans for the 32nd Annual Con- 
vention of the National Association 
of Bank Auditors and Comptrollers, 
to be held in Washington, D. C., 
September 17-20, are progressing 
rapidly. Looming up as a phase of 
the program that will be of special 
interest to the 1800 delegates who 
are expected to attend are the simul- 
taneous sessions directed respective- 
ly to the problems of large and small 
banks. 


Two small-bank sessions will in- 
clude panel discussions on ‘‘Safe-de- 
posit Operations and Safe-guards’’; 
“Gimmicks, Techniques, and Forms’’; 
and “Audit and Control-Do-It-Your- 
self,” along with the presentation of 
a complete audit program. Two large- 
bank sessions will deal with “Bank 
Forms”; “Night Operations—Book- 
keeping and Proof’; “Income and 
Expense Budgeting’; ‘‘Continuous 
Controls’; and “Salary Administra- 
tion.” 

The four-day meeting will also 
feature a panel comprising supervi- 
sory authorities who will discuss 
auditing and bank examinations. 
Another session will be devoted to 
“Electronics Prospects in Banking,” 
which will be presented by executives 
and research directors of leading bus- 
iness machine manufacturers. 


One item of entertainment planned 
for the delegates and their wives is a 
scenic boat trip on the Potomac, a 
box luncheon and sightseeing bus 
tours. Other plans for the entertain- 
ment of the ladies in attendance are 
under way. 


Bank Crimes in Downtrend 


A report covering the first six 
months of the ABA’s 1955-56 fiscal 
year, ending February 29, reveals 
that there had been 77 hold-ups and 
18 burglaries, a total of 95, during 
that period, which compares with 
153 similar crimes reported during 
the same six months of the year 
previous. Losses for the two periods 
amounted, respectivély, to $817,591 
and $1,010,111. Thirty-three hold-ups 
and 26 burglary attempts made dur- 
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W. F. MUNFORD 


“A Dynamic 


Potential .. .” 


... is created daily by millions of Americans in their 
purchases of U.S. Savings Bonds through the Payroll 
Savings Plan. Better than three out of four of United 
States Steel’s American Steel and Wire Division 
employees are taking advantage of this easy automatic 
plan of saving. 


“We in management feel that every employee, whether 
newly hired or already on the payroll, must be advised 
constantly as to the values of this Savings Bond Pro- 


Portrait by Fabian Bachrach 


gram. A program designed to maintain high employee 
participation is an integral part of our everyday opera- 


tions. W. F MUNFORD, President 


American Steel and Wire Division 
United States Steel Corporation 


Does your company present the advantages of The 
Payroll Savings Plan (and a Payroll Savings Applica- 
tion Blank) to every new employee? Are 75% of your 
employees enrolled in your Payroll Savings Plan? 


Write to Savings Bond Division, U.S. Treasury Depart- 
ment, Washington 25, D. C. Your State Sales Director 
will be glad to help you take your place with American 
Steel and Wire and the more than 40,000 other com- 
panies that have successful Payroll Savings Plans. 


The United States Government does not pay for this advertising. The Treasury Department 
thanks, for their patriotic donation, the Advertising Council and 
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ing the latter period were unsuccess- 
ful. This amounted to a 34 per cent 
reduction (117 to 77) in the number 
of successful hold-ups, and an in- 
crease of 10 in the number of bandit 
attacks prevented. 


The report was made by Thomas 
F. Glavey, assistant vice president 
of The Chase Manhattan Bank, who 
is chairman of the ABA’s Insurance 
and Protective Committee. Among 
the influences responsible for the im- 
provement noted, according to the 
report, were the 178 bank robbery 
conferences organized throughout the 
country by the Federal Bureau of 
Investigation, and_ several articles 
suggesting defensive measures pub- 
lished in the ‘Protective Bulletin,” 
and in material published by state 
bankers associations. 


Glavey’s committee also reported 
a substantial downward trend in de- 
faleations. It learned from a check of 
three federal supervisory agencies 
that the bank dishonesty losses of 
$10,000 or more reported in 1955 
numbered 58 and aggregated $3.9 
million. Six of the banks involved 
were under-insured in the aggregate 
amount of $1.3 million. In 1954 there 
were 84 of these larger losses which 
totalled $5.8 million, 12 of which were 
under-insured, also in the aggregate 


amount of $1.3 million. Following 
substantially the same pattern as 
that established in previous years, 17 
of the 18 banks which suffered un- 
insured losses had deposits of less that 
$7.5 million. 


The committee’s report especially 
stressed the importance of making 
certain that blanket bonds have been 
converted from a loss-sustained to 
a discovery basis. 


A Bank of America Facility 
At Republican Convention 


Opening at San 
Francisco’s C ow 
Palace on August 
20 and available to 
delegates for the du- 
ration of the Re- 
publican National 
Convention, will be 
a banking facility 
operated by the 
Bank of America. 
Anne Giannini, 
daughter of the late 
Bank of America President L. M. 
Giannini, will act as hostess. Also re- 
presenting the bank will be J. J. Fo- 
ley, San Francisco district operations 


officer, who will be assisted by two 
tellers. 


ANNE GIANNINI 


CALENDAR OF EVENTS 


AMERICAN BANKERS ASSOCIATION 


Aug. 23-24—Western Regional Trust Conference, Hotel Utah, Salt Lake City 

Oct. 21-24—Eighty Second Annual Convention, Los Angeles, Calif. 

Nov. 15-16—Mid-Continent Trust Conference, Drake Hotel, Chicago 

Dec. 10-11—National Agricultural Credit Conference, Statler Hotel, St. Louis, Mo. 


STATE ASSOCIATIONS 


Oct. 11-12—Nebraska, Fontenelle Hotel, Omaha 

Oct. 12-13—New Hampshire, Fall Meeting, Mountain View House, Whitefield 
Oct. 28-31—lowa, Hotel Fort Des Moines, Des Moines 

Nov. 8-10—Arizona, Arizona Biltmore Hotel, Phoenix 


OTHER ORGANIZATIONS 


Sept. 17-20—NABAC 32nd National Convention, The Shoreham Hotel, Washington, D.C. 
Sept. 17-21—National Association of Bank Women, Minneapolis 


Oct. 
Tex. 
Oct. 


7-1 1—Financial Public Relations Assn., 41st Annual Convention, Statler Hotel, Dallas, 


8-11—Mortgage Bankers Association of America, Conrad Hilton Hotel, Chicago 


Oct. 24-27—National Security Traders Association, Annual Convention, El-Mirador Hotel, 


Palm Springs, Cal. 


Nov. 25-30—Investment Bankers Association, Annual Convention, Hollywood, Fla. 


SCHOOLS 


Aug. 5-17—School of Consumer Banking, University of Virginia ot Charlottesville 
Aug. 20-Sept. 1—Central States School of Banking, University of Wisconsin, Madison, Wis. 
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... the year La Monte 
introduced the first practical 
safety paper for checks NEW YORK TIMES 


August, 1871 


Clippings from 


Introduction of tamper-proof checks did not crowd Dr. Livingstone 


¢ Ask your lithographer out of the news headlines 85 years ago. Yet its effect on our economy 


to show you samples and lives was vastly more far-reaching. Today our safe checking system 
... or we will gladly 


send them direct. is a vital part of efficient, convenient business and personal finance. And 


today, as for 85 years, the safety paper chosen by a majority of the nation’s 
leading banks is made by La Monte. That is the test and the proof of 


La Monte Safety Paper's outstanding quality, protection and service. 


THE WAVY LINES @ ARE 


Se SAFETY PAPER FOR. CHECKS AS 


GEORGE LA MONTE & SON, NUTLEY 10, NEW JERSEY 





“Our Salional System 


pays for itself every 3 years 


through many savings!” 


“Our 100% Na- 
tional System has 
shown splendid re- 
sults in handling 


the increased oper- - 


ational problems of 
our rapid growth,” 
writes Mr. Kohler, 
Executive Vice 
President. 

‘We are using a 
National Proof 
Machine, 4 commercial Posting Ma- 
chines and 11 Adding Machines for 
internal records and special applica- 


Executive Vice- 
President & Cashier 


THE MODERN ARNOLD SAVINGS BANK, Arnold, 
Mo., where fast, efficient service is provided 
by a 100% National System. 


THe Bank's National Checking Account 
Posting Machines are easy to operate, present 
no training problem. 


A NATIONAL PROOF MACHINE provides maxi- 
mum audit control, helps eliminate overtime. 


—Arnold Savings Bank, Arnold, Mo. 


tions. Among the many benefits we 
have received~ from our National 
equipment are ease of operation and 
simplified personnel training, maxi- 
mum audit control, and good cus- 
tomer relations. Equally important, 
we now have better utilization of 
personnel and have eliminated all 
overtime. 

“Through these many savings, our 
National System pays for itself every 
3 years. We think it one of the best 
investments our bank has ever made.”’ 

Save time and money for your own 
bank with an efficient National Sys- 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


989 OFFICES IN 94 COUNTRIES 


tem. Nationals soon repay their cost, 
then continue to earn profits with 
valuable information and control. To 
get all the time- and money-saving 
facts on a National System call your 
nearby National representative, a 
trained systems analyst. His name is 
in the classified section of your phone 
book. 


#TRADE MARK REG. U.S. PAT. OFF. 
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